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ABSTRACT 
Hong Kong has observed a successful market for newly listed 
stocks during the past 10 y e a r s , with m e r c h a n t bankers who played 
the role of both advising agents and underwriters claiming most of 
the praises (or b l a m e s ! ) . This report reviews 79 c o m p a n i e s which 
obtained t h e i r listing on the Stock Exchange of Hong Kong by m e a n s 
of an initial public o f f e r between 1980 and 1989. A q u e s t i o n n a i r e 
and an opinion poll are a d m i n i s t e r e d to explore f o r m e r c h a n t 
bankers‘ opinion towards the job of advising and underwriting 
initial share o f f e r s . Influence of m e r c h a n t bankers on subscription 
rate of new issues, and these issues' price performance in primary 
and secondary m a r k e t s are s t u d i e d . Attempt has also been made to 
trace possible correlations between u n d e r p r i c i n g , a generally 
accepted phenomenon of newly listed s t o c k s , and several selected 
factors Including reputations of advising a g e n t s , market 
envi foment, company size and business n a t u r e . Majority respondents 
note the importance of market envi roment, represented by Hang Seng 
Index readings, in pricing decision for new issues. T h e i r opinion 
are reinforced by results of two multiple r e g r e s s i o n s , which 
identify market envi roment and business nature of newly 11sted 
company as two reliable factors behind u n d e r p r i c i n g . H o w e v e r , there 
are no concrete evidence for direct relationship between 
underpricing and reputation of advising agents as stated in latest 
overseas studies on costs of going p u b l i c . 
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C H A P T E R I 
I N T R O D U C T I O N 
"I d o n ' t c a r e w h a t t h e y s a y a b o u t m e as long a s t h e y 
s p e l l m y n a m e right" 
P . T . B a r n u m 
F l o t a t i o n by m e a n s o f i n i t i a l p u b l i c o f f e r "IPO" has b e e n 
h i g h l y s u c c e s s f u l in H o n g K o n g d u r i n g t h e p a s t 10 y e a r s . O n l y 
f o u r o u t o f a t o t a l 79 new i s s u e s w e r e u n d e r s u b s c r i b e d , and 
t h e r e w a s no u n d e r s u b s c r i p t i o n s i n c e t h e set up o f t h e S t o c k 
E x c h a n g e o f H o n g K o n g Ltd "SEHK""' in A p r i l , 1 9 8 6 . S o m e p e o p l e 
in f a c t c o m p a r e d an IPO a d v i s e r t o a c i r c u s m a s t e r : t h e y b o t h 
can t u r n up a n y t h i n g as long as you s p e l l it r i g h t ^ . 
T h i s c h a p t e r w i l l f i r s t g i v e an a c c o u n t o f n e w l y listed 
c o m p a n i e s h e r e f r o m 1980 to 1989， t h e i r a d v i s i n g a g e n t s and t h e 
role p l a y e d by S E H K . A n d t h e s e c o n d p a r t w i l l be a s u m m a r y o f 
c e r t a i n t h e o r i e s c o n c e r n i n g new s t o c k i s s u e s . F i n a l l y , t h e r e is 
a d e f i n i t i o n f o r t h e s c o p e o f t h i s r e s e a r c h r e p o r t . 
1 T h e a b b r e v i a t i o n r e f e r s to b o t h t h e e x i s t i n g b o u r s e and t h e 
f o u r e x c h a n g e s - i . e . F a r E a s t , Kam N g a n , H o n g K o n g , & Kowloon， 
w h i c h m e r g e d to f o r m t h e u n i f i e d e x c h a n g e in 1 9 8 6 . 
2 S o u t h C h i n a M o r n i n g P o s t n e w s a r t i c l e t i t l e d "A w r o n g m o v e at 
the w r o n g t i m e " , 2 8 / 1 2 / 1 9 8 5 . 
'I 
I n i t i a l P u b l i c O f f e r s in Hong Kong 
IPO refers to a c o m p a n y w h i c h has n e v e r listed its s h a r e s on 
any s t o c k e x c h a n g e but c h o s e n t o f l o a t on S E H K t h r o u g h an " o f f e r 
f o r s u b s c r i p t i o n " of e x i s t i n g o r new s h a r e s . C o m p a n i e s m a y a l s o 
f l o a t on S E H K by m e a n s of a c a p i t a l i n j e c t i o n into a "shell" 
c o m p a n y , d e m e r g e r f r o m an a l r e a d y listed f i r m , a p l a c e m e n t , o r 
i n t r o d u c t i o n . 
T h e m e a n i n g o f " f l o t a t i o n " h e r e is d i f f e r e n t f r o m "listing" 
( a l t h o u g h in o t h e r o c c a s i o n s t h e y are i d e n t i c a l ) , t h u s t h e a b o v e 
m e n t i o n e d f l o t a t i o n p a t h s are not n e c e s s a r i l y t h e s a m e as t h e 
m e t h o d s of listing c o n t a i n e d in t h e S E H K p u b l i c a t i o n R u l e s 
G o v e r n i n g t h e O f f i c i a l L i s t i n g o f S e c u r i t i e s ^ "The R u l e s " . 
F l o t a t i o n s t h r o u g h o t h e r p a t h s w i l l be f u r t h e r d i s c u s s e d in 
a n o t h e r part o f t h i s c h a p t e r , but m e t h o d s of listing are o u t of 
the s c o p e o f t h i s p a p e r and w i l l not be a d d r e s s e d . 
T h e C o m p a n i e s 
A t o t a l of 79 c o m p a n i e s f l o a t e d t h e i r s h a r e s on S E H K by IPO in 
the past d e c a d e . M o s t o f t h e m w e r e l o c a l l y b a s e d e x c e p t f o r 10 
c o m p a n i e s : K u m a g a i G u m i , Y a o h a n , and D a i d o C o n c r e t e f r o m J a p a n ; 
S i m e D a r b y , and S w i l y n n of M a l a y s i a ; R e m y M a r t i n ( F r a n c e ) , 
Bu厂will ( U . K . ) , A S M P a c i f i c ( N e t h e r l a n d s ) , C . P . P o k p h a n d 
( T h a i l a n d ) , and Bond C o r p I n t e r n a t i o n a l ( A u s t r a l i a ) . T a b l e 1 
listed all t h e s e c o m p a n i e s by y e a r of issue and b u s i n e s s n a t u r e . 
T h e s e IPOs raised a t o t a l o f H K $ 1 1 . 5 5 b i l l i o n , w i t h the s i z e 
of issue v a r y i n g from a m i n i m a l $ 1 1 . 2 5 m i l l i o n (Sun's F i n a n c e Co 
Ltd in 1982) to the huge $ 1 . 5 4 b i l l i o n o f f e r by m a j o r 
s h a r e h o l d e r s of C a t h a y P a c i f i c A i r w a y s Ltd in 1986. 
3 T h e rules w e r e revised in D e c e m b e r 1989 to i n c o r p o r a t e 
a d d i t i o n a l c o n d i t i o n s f o r f l o t a t i o n , and r e n a m e d "The O f f i c i a l 
R u l e s G o v e r n i n g the L i s t i n g of S e c u r i t i e s " . 
3 
Table 1 
IPOs BY CATEGORIES: 1980-1989 
Categories 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
Construction 1 1 1 
Entertainment i 1 
Finance 3 2 1 
Hotel 1 2 
Ind. & C o m . 1 1 4 7 2 2 10 18 3 
Properties 8 2 
Publishing 2 1 1 
Transport 2 1 
Total 5 12 2 4 8 4 5 15 J 9 5 
Among these 79 IPOs: 53 were comprised of new shares issued by 
the company to f l o a t , seven were offers of existing shares made 
by controlling s h a r e h o l d e r s , while 19 were a mix of b o t h . Apart 
from the o f f e r for sales which were purely to the benefit of 
original owners and no funds raised for the f i r m , proceeds of 
these new issues were applied to corporate functions of 
a c q u i s i t i o n , development (operation o r research), e x p a n s i o n , 
project financing, repayment of loan, or simply reserved as 
working capital. 
Sizes of most IPOs (56), w h e t h e r a new issue, o f f e r for s a l e , 
o r a mix of both； were about or exactly 25 per cent of Issued 
capital of the respective c o m p a n i e s . Associated International 
Hotels Ltd is the only IPO with a size of o v e r 50% of 
c a p i t a”. 
4 Asociated Hotels was actually undergoing a restructure, with 
the IPO consisted part of the plan. 
4 
T w e l v e out of the 79 IPOs in the past d e c a d e are of sizes 
between 26% and 50% of the i s s u e r s ' c a p i t a l , w h i l e 11 are of a 
size s m a l l e r than 25% d e s p i t e p r o v i s i o n in the SEHK R u l e s that 
listed c o m p a n i e s have to e n s u r e an at least 25% public 
s h a r e h o l d i n g a f t e r f l o t a t i o n . 
T h e s e IPOs reflected the c o n s e r v a t i v e a t t i t u d e o f some Hong 
Kong e n t r e p r e n e u r s t o w a r d s f l o t a t i o n as they retained 75 p e r 
cent o r m o r e c o n t r o l a f t e r the listing of t h e i r c o m p a n i e s . T h e s e 
e n t r e p r e n e u r s ignored the stock m a r k e t ' s f u n c t i o n as a source of 
f u n d s , but simply f l o a t e d t h e i r c o m p a n i e s f o r f a m e . 
In o r d e r to increase the e f f i c i e n c y of the b o u r s e , SEHK 
revised the R u l e s in D e c e m b e r 1 9 8 9 . A l l c o m p a n i e s planning f o r 
f l o t a t i o n still have to f u l f i l l the m i n i m u m r e q u i r e m e n t of 25% 
of public s h a r e h o l d i n g , and only t h o s e issuers w i t h a c a p i t a l 
larger than $4 b i l l i o n w i l l be c o n s i d e r e d f o r exemption.. The 
m i n i m u m c a p i t a l r e q u i r e m e n t f o r a new lister has also been 
increased to $100 m i l l i o n from $50 m i 11 ion. 
The A d v i s i n g A g e n t s 
The SEHK R u l e s require that all IPOs m u s t be fully 
u n d e r w r i t t e n ^ . A p a r t from u n d e r w r i t e r , o t h e r a d v i s i n g a g e n t s 
needed f o r an IPO include f i n a n c i a l a d v i s e r , reporting 
a c c o u n t a n t , l a w y e r s , and p r o p e r t y v a l u e r s . 
Usually a c o m p a n y w i l l appoint a m e r c h a n t bank as f i n a n c i a l 
a d v i s e r to study the f e a s i b i l i t y f o r it to go p u b l i c . Since m o s t 
m e r c h a n t banks are s u b s i d i a r i e s of e i t h e r a bank o r a 
s t o c k b r o k e r , they w i l l also act as the u n d e r w r i t e r ® . 
5 The R u l e s , page 14， c h a p t e r 3， section 3 . 0 1 . 
6 T h e r e w e r e only two e x c e p t i o n s : Hk I n d u s t r i a l & C o m m e r c i a l Bank 
used Sun Hung Kai Finance Co Ltd as a d v i s e r and Sun Hung Kai 
S e c u r i t i e s Ltd as u n d e r w r i t e r . Sinq T a o Ltd used O i l m e t Inv (HK) 
Ltd as a d v i s e r and S t a n d a r d C h a r t e r e d A s i a Ltd as u n d e r w r i t e r . 
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A m o n g the 79 I P O s , 49 e m p l o y e d only one u n d e r w r i t e r , 23 
e m p l o y e d t w o , and only seven c o m p a n i e s a p p o i n t e d three o r m o r e 
m e r c h a n t b a n k e r s to u n d e r w r i t e t h e i r i s s u e s . A total of 34 
m e r c h a n t banks w e r e e m p l o y e d by these new e n t r a n t s of the local 
b o u r s e , but half of them got only one j o b and nine got t w o . 
T h e H o n g k o n g & S h a n g h a i Bank m e r c h a n t banking arm W a r d l e y 
C o r p o r a t e Finance Ltd (formerly known as W a r d l e y L t d ) "Wardley" 
s n a t c h e d most of the jobs (26). It w a s f o l l o w e d by S c h r o d e r s 
C h a r t e r e d Ltd "Schroders Chartered" (13), J a r d i n e Fleming 
S e c u r i t i e s Ltd "Jardine" (11), Sun Hung Kai S e c u r i t i e s Ltd "Sun 
Huna Kai" (9)， Indosuez A s i a Ltd "Indosuez" (9)， C i t i c o r p 
I n t e r n a t i o n a l Ltd "Citicorp" (7)， S t a n d a r d C h a r t e r e d A s i a Ltd 
••Standard Chartered" (6), and CEF C a p i t a l Ltd "CEF" (4). 
Most c o m p a n i e s w i l l a p p o i n t t h e i r a u d i t o r s as reporting 
a c c o u n t a n t f o r the I P O , w h i c h e x p l a i n s why 68 out o f the 79 new 
issues used only one reporting a c c o u n t a n t . But a second 
reporting a c c o u n t a n t , u s u a l l y one o f the "Big E i g h t s”， m i g h t 
be e m p l o y e d if the o r i g i n a l a u d i t o r w a s a less w e l l known f i r m . 
A m o n g the 11 IPOs w h i c h used d u a l a c c o u n t a n t s , 10 w e r e pairs of 
Big E i g h t / n o n - B i g E i g h t , w h i l e the remaining p a i r c o n s i s t e d o f 
two leading f i r m s . 
During the past 10 y e a r s , the 79 issuers e m p l o y e d a t o t a l o f 
21 reporting a c c o u n t a n t s . But m o s t jobs went to the six Big 
Eight firms: Price W a t e r h o u s e (17), Kwan W o n g T a n g & Fong (17), 
D e l o i t t e H a s k i n s & S e l l s (15), Ernst & W M n n e y (10), Peak 
M a r w i c k M i t c h e l l (7)， and C o o p e r s & Lybrand (7). O n l y five 
c o m p a n i e s used t h e i r less w e l l known a u d i t o r as the sole 
reporting a c c o u n t a n t . 
7 W i t h i n the a c c o u n t i n g p r o f e s s i o n there used to be eight 
i n t e r n a t i o n a l l y recognised leaders: A r t h u r A n d e r s o n , A r t h u r Y o u n g , 
C o o p e r s & Lybrand (team up w i t h S a n f o r d Yung h e r e ) , Deloitte 
Haskin & S e l l s , Ernst & W h i n n e y , Peak M a r w i c k M i t c h e l l , Price 
W a t e r h o u s e , and T o u c h e Ross (team up with Kwan W o n g Tan & F o n g ) . 
6 
SEHK Rules require that all l a n d s , real e s t a t s and vpsseis of 
a c o m p a n y a p p l y i n g f o r f l o t a t i o n m u s t be e v a l u a t e d by an 
independent v a l u e r . T h e r e f o r e , v a l u e r s to an IPO w i l l usually be 
a p p o i n t e d by the f i n a n c i a l a d v i s e r . 
Both the a p p l i c a n t and its f i n a n c i a l a d v i s e r w i l l e m p l o y t h e i r 
own lawyers to p r e p a r e the n e c e s s a r y d o c u m e n t s f o r f l o t a t i o n . 
A m o n g t h e s e IPO a g e n t s , the f i n a n c i a l a d v i s e r / u n d e r w r i t e r 
plays the m o s t important roles of s e t t i n g the time and price of 
the issue. The role o f reporting a c c o u n t a n t is important as they 
can m o d i f y image of an issuer t h r o u g h p r e s e n t a t i o n o f the b o o k s , 
but such e f f e c t has been d i l u t e d by the fact that almost no 
company s u b s t i t u t e d t h e i r a u d i t o r s f o r new reporting a c c o u n t a n t 
on I P O . H o w e v e r , some issuers had s w a p p e d t h e i r less w e l l known 
a u d i t o r for the B i g - E i g h t j o i n t - a c c o u n t a n t a f t e r f l o t a t i o n . 
T h e A u t h o r i t i e s 
Hong Kong has a t w o - t i e r m o n i t o r i n g s y s t e m on all a c t i v i t i e s 
by publicly listed c o m p a n i e s and t h e i r shares: SEHK is the 
a d m i n i s t r a t o r and the S e c u r i t i e s & F u t u r e s C o m m i s s i o n " S F C ' s . 
s e r v e s as the court of a p p e a l . 
SEHK has the p o w e r to receive o r reject an IPO. B e s i d e s , it 
has the final say on time and price of an issue. H o w e v e r , its 
influence w a s e x e r c i s e d almost u n n o t i c e d during the past 10 
years except f o r the case of Elec & Eltek Co Ltd "E&E•‘ in 1984. 
® SFC was set up in May 1989 to replace the g o v e r n m e n t body known 
as the O f f i c e for C o m m i s s i o n e r f o r S e c u r i t i e s & C o m m o d i t i e s 
丁厂ad1ng. 
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E&E and its u n d e r w r i t e r s - J a r d i n e Fleming (Sec) Ltd and 
Ward ley Ltd - o p e n l y c r i t i c i s e d the bourse f o r s u p r e s s i n g price 
of the new issue to "a level w e l l below w h a t the m a r k e t seems 
ready to b e a r " 9 . A l t h o u g h the c r i t i c i s m f a i l e d to a l t e r the 
issue price at $2 p e r s h a r e , E&E and its u n d e r w r i t e r s j u s t i f i e d 
t h e i r d i s c o n t e n t w h e n the stock c l o s e d at $3,425 on its first 
day of t r a d i n g . 
A l t h o u g h no o t h e r c o m p a n y o r m e r c h a n t bank m a d e new c o m p l a i n t s 
a f t e r the E&E e v e n t , the S E H K ' s c o n s e r v a t i v e a t t i t u d e t o w a r d s 
new issues could s t i l l be t r a c e d by c o m p a r i n g the price to 
e a r n i n g ratio "P/E" of IPOs w i t h c o n t e m p o r y 1 n d i c e s i o . This 
"low price" p o l i c y may help to e x p l a i n w h y m o s t of the Hong Kong 
IPOs were fully o r o v e r s u b s c r i b e d d u r i n g the past d e c a d e . 
C o m p a r i s o n w i t h O t h e r Paths 
As m e n t i o n e d a b o v e , e n t r e p r e n e u r s can float t h e i r c o m p a n i e s by 
f o l l o w i n g m e t h o d s o t h e r than an IPO:-
(1) C a p i t a l injection into a "shell" c o m p a n y ; 
(2) D e m e r g e r from an a l r e a d y listed c o m p a n y ; 
(3) Placing; 
(4) I n t r o d u c t i o n . 
The first two m e t h o d s w i 1 1 u s u a l l y involve o f f e r s of shares in 
the form of a rights issue and s o m e t i m e s part of the new 
c o m p a n y ' s shares are also issued to the p u b l i c . The third m e t h o d 
refers to the o f f e r of shares f o r sale to the public in Hong 
Kong by c o m p a n i e s a l r e a d y listed on an o v e r s e a s e x c h a n g e . The 
fourth m e t h o d is the simplist and c h e a p e s t of all flotation 
p a t h s , but is limited to c o m p a n i e s a l r e a d y having a large e n o u g h 
s h a r e h o l d e r b a s e . 
^South China M o r n i n g Post news report bylined Jerry Norton on 
24th F e b r u a r y , 1984. 
lOAppendix 3 contrast the P/E of the 79 IPOs w i t h the c o n t e m p o r y 
average P/E of the Hang Seng Index c o n s t i t u e n t s t o c k s . 
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All t h e s e f o u r p a t h s w i l l involve the same t y p e s of a d v i s i n g 
a g e n t s , except that an u n d e r w r i t e r is not n e c e s s a r y in case of 
f l o t a t i o n by i n t r o d u c t i o n . T a b l e 2 c o m p a r e s the n u m b e r o f IPO 
w i t h these o t h e r p a t h s . 
A p a r t from f l o t a t i o n , new names c o u l d be a d d e d to the S E H K 
list of p u b l i c c o m p a n i e s . They m a y be the results of m e r g e r o r 
r e o r g a n i s a t i o n o f o n e o r m o r e p r e v i o u s l y listed c o m p a n i e s , o r in 
a rare case the relisting of a c o m p a n y w h i c h had t e m p o r a r i l y 
d e l i s t e d from the b o u r s e " . S i n c e t h e s e issues b r o u g h t no 
a d d i t i o n a l v a l u e to the m a r k e t o r not increase the n u m b e r of 
public c o m p a n i e s , they w e r e not reflected in T a b l e 2 . 
T A B L E 2 
A C O M P A R I S O N OF IPO W I T H O T H E R F L O T A T I O N PATHS 
Y e a r IPO S h e l l Placing D e m e r g e r I n t r o d u c t i o n T o t a l 
1980 5 5 
1981 12 12 
1982 2 2 4 
1983 4 2 6 
1984 8 1 1 10 
1985 4 1 5 
1986 5 1 1 3 10 
1987 15 7 1 2 2 27 
1988 19 1 11 4 35 
1989 5 1 1 7 
T o t a l 79 13 2 18 9 119 
” There is only one such case in the past 10 years: Hwa P a r 
B r o t h e r s I n t e r n a t i o n a l Ltd in 1987. 
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P r e v i o u s S t u d i e s on IPOs 
P r e v i o u s research on IPOs w e r e m a i n l y found in one of the two 
areas: the v a l u a t i o n of u n s e a s o n e d new s h a r e s , and the 
m e a s u r e m e n t of price e f f i c i e n c y in s e c o n d a r y m a r k e t s . T h e s e two 
t o p i c e s w e r e u s u a l l y "linked up by the w i d e l y o b s e r v e d p h e n o m e n o n 
of u n d e r p r i c i n g of new issues. 
U n l i k e the study o f a l r e a d y listed c o m p a n i e s , w h e r e C a p i t a l 
A s s e t Pricing M o d e l (CAPM) became a g e n e r a l ! y a c c e p t e d tool f o r 
the v a l u a t i o n of s t o c k s since its d e v e l o p m e n t by S h a r p e and 
L i n t n e r in the 6 0 s . P r e v i o u s s t u d i e s on v a l u a t i o n of IPOs w e r e 
u n d e c i s i v e and t h e r e have been so f a r m o r e t h e o r i e s than 
e m p i r i c a l results n e e d e d to s u p p o r t t h e m . 
S i g n a l i n g H y p o t h e s e s • 
A m a j o r d i s t i n c t i o n b e t w e e n the v a l u a t i o n of s e a s o n e d and 
u n s e a s o n e d stocks is that the CAPM a s s u m p t i o n of an e f f e c t i v e 
m a r k e t w h e r e the information of returns and risks of a public 
c o m p a n y can e a s i l y be a c c e s s e d by all m a r k e t p a r t i c i p a n t s , can 
only be a p p l i e d to listed shares but not u n s e a s o n e d new s h a r e s . 
The reason is o b v i o u s as the o w n e r and a d v i s i n g a g e n t s of a 
c o m p a n y p l a n n i n g to go public w i l l d e f i n i t e l y have m o r e 
information about the yet u n t r a d e d s t o c k . In t h i s c a s e , the 
company o w n e r and his a d v i s i n g a g e n t s must try to c o n v i n c e 
p o t e n t i a l investors to accept the relatively risky IPO. 
S i g n a l i n g h y p o t h e s e s are e s t a b l i s h e d on the a s s u m p t i o n that 
company o w n e r s w i l l want to convey a d d i t i o n a l information about 
t h e i r c o m p a n i e s to a t t r a c t those p o t e n t i a l s u b s c r i b e r of the 
I P O s . But such i n f o r m a t i o n , like the q u a l i t y of m a n a g e m e n t , are 
of the nature that they could be m i s i n t e r p r e t e d if c o m m u n i c a t e d 
e x p l i c i t l y [Dowries and H e i n k e l (1982)]. 
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O n e kind of a p p r o a c h in the study of s i g n a l i n g is based on the 
d i f f e r e n t amount of information between c o m p a n y o n w e r and 
p o t e n t i a l i n v e s t o r . Leland and Pyle (1977) c o n s t r u c t a v a l u a t i o n 
m o d e l based on the c o n t e x t of the CAPM， s u g g e s t i n g that the 
retained s h a r e h o l d i n g by the o w n e r in his c o m p a n y reflects 
c u r r e n t value of the c o m p a n y . Both B h a t t a c h a r y a (1979) and 
H e i n k e l (1978) d e v e l o p e d a s y m m e t r i c information m o d e l s using 
d i v i d e n d policy as signal of a c o m p a n y ' s v a l u e . 
A p a r t from the a s y m m e t r i c information a p p r o a c h , T i t m a n and 
T r u e m a n (1986) d e v e l o p e d a m o d e l based on an information common 
to both c o m p a n y o w n e r and i n v e s t o r - the reputation of a u d i t o r 
o r investment b a n k e r . T h e y p o s t u l a t e d that c o m p a n y v a l u e is an 
increasing f u n c t i o n of a u d i t o r and investment b a n k e r q u a l i t y . 
U n d e r p r i c i n g of Initial Public O f f e r , 
U n d e r p r i c i n g refers to the n e g a t i v e d i f f e r e n c e of the price of 
an IPO w i t h the actual t r a d i n g price o f its d e b u t on a stock 
e x c h a n g e . A n u m b e r of p r e v i o u s s t u d i e s based m a i n l y on IPOs of 
the U . S . and European m a r k e t s s u p p o r t e d that u n d e r p r i c i n g is a 
p h e n o m e n o n common to m a j o r b o u r s e s . 
Allen and Davidson (1987) in t h e i r review of p r e v i o u s w o r k s on 
new issues revealed that e a r l i e r s t u d i e s of u n d e r p r i c i n g focused 
on e n t r e p r e n e u r s w i t h e f f o r t s being m a d e to link up factors such 
as net w o r t h , s i z e , and industry of a c o m p a n y , a n d / o r its m e t h o d 
of f l o t a t i o n , with u n d e r p r i c i n g ^ 2 . M a r k e t f a c t o r s like e c o n o m y 
and s e c o n d a r y m a r k e t price e f f i c i e n c y w e r e also included in 
these s t u d i e s . T h e y c o n c l u d e d that an issuer's choice of 
f l o a t i n g path has an impact on u n d e r p r i c i n g , w h i l e size of issue 
size and issuer's industry has no influence at a l l . 
12 M e r r e t t , H o w e , and N e w b o u l d (1967) took the m a x i m i s a t i o n of the 
net w o r t h of issuer as basic c r i t e r i o n . T h e i r w o r k s were 
e x t e n d e d by Davis and Y e o m a n s (1974) (1976). 
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Beatty and R i t t e r ( 1 9 8 4 ) , h o w e v e r , took a d i f f e r e n t angle and 
by e m p i r i c a l results proved that u n d e r p r i c i n g of an IPO is 
related to "the u n c e r t a i n t y of investors regarding its v a l u e " . 
They also stated that "the resulting u n d e r p r i c i n g e q u i l i b r i u m is 
e n f o r c e d by investment b a n k e r s , w h o have reputation c a p i t a l at 
stage.“ 
R i t t e r (1987) found f u r t h e r e v i d e n c e to c o n c l u d e that 
u n d e r p r i c i n g and d i r e c t e x p e n s e s of going public are the two 
c o m p o n e n t s of the cost o f f l o t a t i o n . His f i n d i n g s also 
reinforced the a b o v e m e n t i o n e d f i n d i n g s of relation between 
m e t h o d s of f l o t a t i o n and u n d e r p r i c i n g , but t h i s t i m e the size of 
issuer w a s related to the c h o i c e o f f l o t a t i o n m e t h o d . 
L i m i t a t i o n s in S t u d y o f Hong Kong IPOs 
T h e r e are relatively f e w e r s t u d i e s o f IPOs in Hong K o n g , 
because the m a r k e t is s m a l l e r in size and d o e s not o f f e r m u c h 
v a r i e t y in f l o t a t i o n m e t h o d s , like the "best effort" o r "tender" 
In o t h e r W e s t e r n b o u r s e s . M e a n w h i l e , the local stock m a r k e t in 
the past 10 years had not a t t r a c t any s i g n i f i c a n t , e i t h e r in 
q u a l i t y o r q u a n t i t y , listing of o v e r s e a s c o m p a n i e s . 
Most e x i s t i n g research on Hong Kong IPOs are c o n d u c t e d in 
a s s o c i a t i o n with n e i g h b o u r i n g m a r k e t s such as Japan o r the A s e a n 
c o u n t r i e s . Dawson and H i r a k i (1985) c o m p a r e s the p r i m a r y m a r k e t 
e f f i c i e n t of Hong Kong w i t h J a p a n , w h i l e Dawson (1986) c o m p a r e s 
the s e c o n d a r y stock m a r k e t p e r f o r m a n c e o f IPOs in Hong Kong w i t h 
S i n g a p o r e and M a l a y s i a . Both s t u d i e s show that Hong Kong 
c o m p a r e s f a v o u r a b l y in both primary and s e c o n d a r y m a r k e t price 
p e r f o r m a n c e w i t h these n e i g h b o u r i n g c o u n t r i e s o r even m a j o r 
W e s t e r n m a r k e t s Dawson (1986). 
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A last but not least f a c t o r f o r the lack of research on Hong 
Kong IPOs is that t h e r e is no fix g u i d e l i n e in the v a l u a t i o n of 
t h e s e new i s s u e s , "issuers and m a n a g e r s e s s e n t i a l l y use any 
v a l u a t i o n t e c h n i q u e they feel is appropriate...“ [Dawson and 
H i r a k i (1985)]. M e a n w h i l e , the p o l i t i c a l issue of Hong Kong's 
f u t u r e a f t e r 1997 also d e t r a c t e d a t t e n t i o n from IPOs d u r i n g the 
8 0 s . 
But d e s p i t e the above f a c t o r s , Hong Kong IPOs are 
s t i 1 I d e p r i v e d of the n e c e s s a r y a t t e n t i o n s in a d e c a d e when the 
t e r i t o r y has been d e v e l o p e d into an i n t e r n a t i o n a l finance 
c e n t r e . Even f e w e r are d i s c u s s i o n s on the role of f i n a n c i a l 
a d v i s e r s and u n d e r w r i t e r s , a l t h o u g h t h e i r importance have been 
s p e l l e d out c l e a r l y in the SEHK R u l e s . 
Scope and S i g n i f i c a n c e of this S t u d y 
T h i s research report w i l l , based on all 79 Hong Kong IPOs that 
took place between 1980 and 1981， e x p l o r e the influence of two 
t y p e s of advising a g e n t s - the m e r c h a n t b a n k e r w h o plays the 
dual roles of f i n a n c i a l a d v i s e r and u n d e r w r i t e r , and the 
reporting a c c o u n t a n t - on I P O s . H o w e v e r , e m p h a s i s w i l l be placed 
on m e r c h a n t bankers because of the importance of t h e i r w o r k s as 
d e s c r i b e d b e f o r e . 
V i e w s of m e r c h a n t bankers w i l l be tabbed to see how they 
e v a l u a t e a p o t e n t i a l issuer, the b u s i n e s s of u n d e r w r i t i n g 
u n s e a s o n e d new s h a r e s , as well as t h e i r c o m p e t i t o r s in the 
b u s i n e s s . Based on the o u t c o m e s , an a t t e m p t w i l l be m a d e to find 
out any relation between the m e r c h a n t b a n k e r and certain IPO 
issues including the P/E r a t i o s , s u b s c r i p t i o n r a t e s , and price 
p e r f o r m a n c e in primary and secondary m a r k e t s . 
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F i n a l l y , influence of the two t y p e s of a d v i s i n g a g e n t s -
m e r h c h a n t b a n k e r s and reporting a c c o u n t a n t s - w i l l be t e s t e d 
a g a i n s t the price d i s c o u n t s (or p r e m i u m s ) of the IPOs t o g e t h e r 
w i t h o t h e r f a c t o r s , such as m a r k e t e n v i r o m e n t , b u s i n e s s nature 
of i s s u e r s , and size of the issuing c o m p a n i e s . 
As t h e r e is a t r e n d of s t u d y i n g IPOs from the point of view o f 
a d v i s i n g a g e n t s , t h i s research can p r o v i d e a base f o r f u t u r e 
w o r k s . A l s o , it is an u p d a t e d report to the pool o f s c a t t e r e d 
s t u d i e s on Hong Kong s t o c k s . 
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C H A P T E R II 
R E S E A R C H M E T H O D O L O G Y 
A t w o - t i e r m e t h o d o l o g y is used to study the impact of a d v i s i n g 
a g e n t s on I P O s . The first leg w i l l be d e s c r i p t i v e including 
e x p l o r a t i o n of v i e w s from m e r c h a n t b a n k e r s , and c o m p a r i s o n of 
the IPO P/E w i t h a c t u a l m a r k e t a v e r a g e P / E . T h e second leg w i l l 
be s t a t i s t i c a l t e s t s of Hong Kong IPO price e f f i c i e n c y against a 
group of s e l e c t e d f a c t o r s . 
O n e q u e s t i o n n a i r e and an o p i n i o n poll are a d m i n i s t e r e d to form 
the f i r s t - t i e r , and the s e c o n d - t i e r are based on IPO 
u n d e r p r i c i n g d e t a i l s w h i c h w i l l be regressed a g a i n s t s_everal 
f a c t o r s t h r o u g h the "SPSS" s t a t i s t i c a l p a c k a g e . 
Period of S t u d y 
The period of study is from 1980 to 1989, w h i c h is the d e c a d e 
when Hong Kong c o n v e r t e d from an e n t r e p o t into an international 
finance c e n t r e . It also o b s e r v e d the s i g n i n g the S i n o - B r i t i s h 
Draft A g r e e m e n t on the fate of the colony a f t e r 1997. 
During this p e r i o d , the Hong Kong stock m a r k e t has e x p e r i e n c e d 
two bull and b e a r cycles with the first reaching its peak in 
1981 and the second in 1987. B e s i d e s , the f i n a n c i a l market 
system u n d e r w e n t two m a j o r c h a n g e s - m e r g e r of the f o u r f o r m e r 
stock e x c h a n g e s to form SEHK in 1986, and c o n v e r s i o n of OCS into 
SFC in 1989. 
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S o u r c i n q 
B a c k g r o u n d information of the 79 IPOs u n d e r review are 
o b t a i n e d from respective p r o s p e c t u s p u b l i s h e d by the issuers. 
H o w e v e r , the s u b s c r i p t i o n rates and s e c o n d a r y m a r k e t price 
d e t a i l s are records of the O C S , the S F C , and Sun Hung Kai 
S e c u r i t i e s Ltd”. 
The Hang Seng Index d a i l y readings and the a v e r a g e P/E of 
index c o n s t i t u e n t s t o c k s are p r o v i d e d by the Hang Seng B a n k . 
Q u e s t 1 o n n a 1 r e 
Design 
The q u e s t i o n n a i r e is d e s i g n e d by M r . Paul M c G u i n n e s s , L e c t u r e r 
in the D e p a r t m e n t of Finance o f the C h i n e s e U n i v e r s i t y and 
A d v i s o r to t h i s research r e p o r t . 
T h i s u n u s u a l p r a c t i c e is t a k e n to increase the rate of 
response in a small p o p u l a t i o n (34)， w h e r e the s i g n i f i c a n t 
r e s p o n d e n t s are e v e n less. F u r t h e r d i s c u s s i o n points will be 
u n v e i l e d in the section of " A d m i n i s t r a t i o n and Outcome" b e l o w . 
C o n t e n t 
The q u e s t i o n n a i r e is c o m p r i s i n g o f 11 q u e s t i o n s w h i c h can be 
d i v i d e d into f o u r groups:-
(1) Q u e s t i o n s 1， 5 and 8 e x p l o r e f o r a m e r c h a n t b a n k e r ' s 
a t t i t u d e t o w a r d s and w e i g h t i n g of new listing job; 
13 All price d e t a i l s from 1981 to 1989 are o b t a i n e d from the 
O C S / S F C a r c h i v e s , w h i l e the 1980 d a t a are s u p p l i e d by Sun Hung 
Kai S e c u r i t i e s Ltd. 
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(2) Q u e s t i o n s 2， 3 a n d 4 e x p l o r e f o r a m e r c h a n t b a n k e r ' s 
w e i g h t i n g o f c o m p e t i t o r s in g e n e r a l b u s i n e s s e s a n d 
new l i s t i n g j o b s , w h i l e Q u e s t i o n 6 ask w h e t h e r a 
m e r c h a n t b a n k e r h a s e v e r s h a r e an IPO j o b w i t h 
c o m p e t i t o r s a n d t h e g r o u n d s f o r s u c h m o v e ; 
(3) Q u e s t i o n s 9 a n d 10 e x p l o r e f o r a m e r c h a n t b a n k e r ' s 
v i e w t o w a r d s r e p o r t i n g a c c o u n t a n t on t h e s a m e IPO j o b ; 
(4) Q u e s t i o n s 7 a n d 11 e x p l o r e f o r f a c t o r s b e h i n d 
f l o t a t i o n a n d s e t t i n g o f P/E f o r u n s e a s o n e d s t o c k s . 
Due to t h e n a t u r e o f t h e s e q u e s t i o n s , r e s p o n d e n t s a r e r e q u i r e d 
to f i l l in b l a n k s , o r e x p r e s s t h e i r o p i n i o n in a s c a l e o f 3 o r 5 
r e p l i e s , o r s i m p l y by Y e s o r No r e p l y . 
A d m i n i s t r a t i o n a n d O u t c o m e 
In v i e w o f t h e s m a l l p o p u l a t i o n o f m e r c h a n t b a n k e r s 
p a r t i c i p a t i n g in I P O s and s e n s i t i v e n a t u r e o f s o m e q u e s t i o n s , 
the q u e s t i o n n a i r e is a d m i n i s t e r e d t h r o u g h E c o n o m i c T i m e s - o n e 
o f t h e t w o C h i n e s e l a n g u a g e f i n a n c i a l n e w s p a p e r s h e r e . 
E c o n o m i c T i m e s f a x e d t h e q u e s t i o n n a i r e， t a k i n g t h e f o r m o f a 
j o i n t s u r v e y by t h e C h i n e s e U n i v e r s i t y a n d t h e n e w s p a p e r , t o 33 
m e r c h a n t b a n k s w i t h p a s t e x p e r i e n c e in I P O " . S e v e n m e r c h a n t 
b a n k s w h i c h o b t a i n e d m o r e t h a n t w o IPO j o b s in p a s t 10 y e a r s 
w e r e c o n t a c t e d by p h o n e to e n s u r e a r e t u r n f r o m t h e m . 
A t o t a l of 11 r e t u r n s w e r e r e c e i v e d . In a d d i t i o n t o t h e s e v e n 
a c t i v e m e r c h a n t b a n k s , two l o c a l , o n e J a p a n and o n e U . S . 
m e r c h a n t b a n k a l s o s u b m i t t e d a r e p l y . 
14 S c h r o d e r s & C h a r t e r e d Ltd w a s d i s i n t e g r a t e d t o b e c o m e S t a n d a r d 
C h a r t e r e d A s i a Ltd a n d S c h r o d e r s A s i a L t d . T h u s t h e e x i s t i n g 
n u m b e r of m e r c h a n t b a n k e r s is 33 i n s t e a d o f 3 4 . 
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L i m i t a t i o n s 
Apart from the p r o b l e m of small p o p u l a t i o n , the q u e s t i o n n a i r e 
w a s limited by the v o l a t i l e c h a n g e of jobs o r so c a l l e d "musical 
chair" p h e n o m e n o n w i t h i n the m e r c h a n t banking p r o f e s s i o n . 
A l l r e s p o n d e n t s to the q u e s t i o n n a i r e have less than f i v e - y e a r 
e x p e r i e n c e w i t h e i t h e r the job o r the e m p l o y e r o r b o t h , thus the 
o u t c o m e can only be a p p l i e d to latest s i t u a t i o n in the 
u n d e r w r i t i n g b u s i n e s s . 
O p i n i o n Pol 1 
In o r d e r to c o m p e n s a t e limitations of the q u e s t i o n n a i r e and to 
provide a reasonable basis f o r v a l u a t i o n of the m e r c h a n t 
b a n k e r s , an o p i n i o n poll has been c o n d u c t e d among a s e l e c t e d 
s a m p l e . T h e t a r g e t is to c o n s t r u c t a ranking f o r t h o s e m e r c h a n t 
b a n k e r s having involved in an IPO j o b . 
S a m p l e 
The sample c o n s i s t s of the 11 r e s p o n d e n t s to the q u e s t i o n n a i r e 
plus five f i n a n c i a l j o u r n a l ists"" ^ . 
The 11 respondents are t a p p e d f o r p u r p o s e of c o n v e n i e n c e , 
w h i l e f i n a n c i a l j o u r n a l i s t s are s e l e c t e d f o r t h e i r c o n s i d e r a b l e 
knowledge in IPO and o b j e c t i v e v i e w . I n c l u s i o n of c o m p a n y o w n e r s 
in the sample is a v o i d e d because they are not n e c e s s a r y having 
e n o u g h k n o w l e d g e about the u n d e r w r i t i n g p r o f e s s i o n f o r the 
e v a l u a t i o n , and t h e i r view will e a s i l y be a f f e c t e d by the actual 
choice of m e r c h a n t b a n k e r s . 
15 They are reporters of Economic T i m e s , Hong Kong Economic 
J o u r n a l (the o t h e r C h i n e s e language f i n a n c i a l n e w s p a p e r ) , Hong 
Kong S t a n d a r d , R e u t e r s and S o u t h China M o r n i n g P o s t . 
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A d m i n i s t r a t i o n a n d O u t c o m e 
T h e r e s p o n d e n t s w e r e a s k e d t o n a m e a n d t o p r o v i d e a r a n k i n g 
f o r f i v e me厂chant b a n k e r s w h i c h t h e y r e g a r d e d as t h e m o s t 
s u c c e s s f u l in t h e u n d e r w r i t i n g b u s i n e s s d u r i n g t h e p a s t 10 
y e a r s . 
A t o t a l o f 15 m e r c h a n t b a n k s a r e n o m i n a t e d by t h e r e s p o n d e n t s , 
i n c l u d i n g t h r e e i n e f f e c t i v e n o m i n a t i o n s ^ ® . W a r d l e y r e c e i v e d 
u n a n i m o u s v o t e s f r o m a l l 16 r e s p o n d e n t s , a n d w a s f o l l o w e d by 
S t a n d a r d C h a r t e r e d ( 1 3 ) , J a r d i n e (12)， w h i l e C i t i c o r p and S u n 
H u n g Kai e a c h r e c e i v e d e i g h t v o t e s t o e d g e o v e r I n d o s u e z (7) 
into t h e t o p f i v e . 
P/E C o m p a r i s o n 
A v e r a g e P/E f o r IPO in e a c h o f t h e 10 y e a r s f r o m 1980 to 1989 
are c o m p a r e d t o t h e a v e r a g e P/E o f H a n g S e n g I n d e x c o n s t i t u e n t 
s t o c k s p u b l i s h e d by t h e H a n g S e n g B a n k . 
A v e r a g e IPO P/E f o r e a c h y e a r is c a l c u l a t e d as:-
S u m o f P/E in y e a r / N 
w h e r e N is t o t a l IPO in y e a r . 
T e s t o f U n d e r p r i c i n g F a c t o r s 
A c c o r d i n g to o u t c o m e of t h e a b o v e m e n t i o n e d Q u e s t i o n n a i r e , 
w h i c h w i l l be f u l l y d i s c u s s e d in C h a p t e r III， f i v e f a c t o r s a r e 
i d e n t i f i e d t o be p o s s i b l y r e l a t i n g to t h e a m o u n t of u n d e r p r i c i n g 
o f an IPO - r e p u t a t i o n o f m e r c h a n t b a n k e r s , a c c o u n t a n t s , m a r k e t 
e n v i r o m e n t , c o m p a n y ' s s i z e , and b u s i n e s s n a t u r e . 
16 P e r e g r i n e C a p i t a l Ltd and A n g l o C h i n e s e C o r p o r a t e F i n a n c e Ltd 
b o t h w e r e n o m i n a t e d f o r t h e i r e x c e l lent p e r f o r m a n c e in 1988 and 
1 9 8 9 , w h i 1 e S c h r o d e r s & C h a r t e r e d Ltd w e r e r e m e m b e r e d by t h e 
j o u r n a l i s t s fo丨 its p a s t y l o r y . However', Ifie chree are r e j e c t e d 
f o r not c o v e r i n g the e n t i r e d e c a d e . 
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R e p u t a t i o n of A d v i s i n g A g e n t s 
Only two t y p e s of a d v i s i n g a g e n t s - m e r c h a n t bankers and 
reporting a c c o u n t a n t s - are e x p l o r e d . 
A m o n g the 34 m e r c h a n t b a n k e r s involved in u n d e r w r i t i n g of Hong 
Kong IPOs b e t w e e n 1980 and 1 9 8 9 , t h r e e are identified by 
r e s p o n d e n t s to the a b o v e m e n t i o n e d Q u e s t i o n n a i r e and the O p i n i o n 
Poll as e x c e l l e n t p e r f o r m e r s : W a r d l e y , J a r d i n e Fleming and 
S c h r o d e r s C h a r t e r e d ” . M e a n w h i l e , e x t r a credit should be 
a w a r d e d to joint u n d e r w r i t e r s as they usually have an 
w i n d o w - d r e s s i n g e f f e c t on a new issue. 
T h u s the m e r c h a n t b a n k e r s are c a t e g o r i s e d into:-
(1) N o n - m a j o r bank; 
(2) M a j o r bank; 
(3) J o i n t u n d e r w r i t e r s w i t h two m e m b e r s ; 
(4) J o i n t u n d e r w r i t e r s w i t h three o r m o r e m e m b e r s . 
On the o t h e r h a n d , the reporting a c c o u n t a n t s can easily be 
c l a s s i f i e d a c c o r d i n g to the p r o f e s s i o n a l d i s t i n c t i o n of the 
"Big-Eight" firms and can have the f o l l o w i n g c a t e g o r i e s : -
(1) N o n - B i g - E i g h t firms; 
(2) B i g - E i g h t firms; 
(3) Joint a c c o u n t a n t . 
M a r k e t Envi roment 
As both local and international investors have long been using 
the Hang Seng Index as a b a r o m e t e r f o r the Hong Kong stock 
m a r k e t . It will be used here as an i n d i c a t o r f o r m a r k e t 
envi roment w i t h its closing on first trading day of each IPO. 
17 Here S c h r o d e r s C h a r t e r e d refers to itself and the two firms -
S t a n d a r d Chartered A s i a and S c h r o d e r s A s i a - resulted from its 
s p l i t . 
香 港 中 文 大 學 園 肯 你 k 、 肯 一 
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Internal Factors 
Many internal f a c t o r s of an IPO issuer have been c o n s i d e r e d in 
p r e v i o u s s t u d i e s of u n d e r p r i c i n g . Here only two of them are 
tested: m a r k e t c a p i t a l i s a t i o n and b u s i n e s s n a t u r e . 
M a r k e t c a p i t a l i s a t i o n is m e a s u r e d as the p r o d u c t of the 
issuer's total n u m b e r of issued s h a r e s at o f f e r p r i c e . 
As t h e r e are e v i d e n c e s of a m a r k e d low P/E f o r m a n u f a c t u r i n g 
c o m p a n i e s , two c a t e g o r i e s of b u s i n e s s are used in the test:-
(1) N o n - m a n u f a c t u r i n g ; 
(2) M a n u f a c t u r i n g . 
Data A n a l y s i s 
As the q u e s t i o n n a i r e is a d m i n i s t e r e d to a p o p u l a t i o n of 33， it 
has limited s i g n i f i c a n c e . T h e 11 returns received represent a 
response rate of only 3 3 . 3 % . H o w e v e r , the respondents included 
all active p a r t i c i p a n t s in the u n d e r w r i t t i n g b u s i n e s s , 
p a r t i c i p a t i n g in m o r e than half of the 79 I P O s . T h e i r a n s w e r s 
w i l l be analysed to p r e s e n t an insider view of the IPO j o b . 
P\E ratios of all 79 IPOs are c o m p a r e d to the a v e r a g e P/E of 
Hang Seng Index c o n s t i t u e n t s . 
IPO price e f f i c i e n c y is m e a s u r e d as the amount of u n d e r p r i c i n g 
(UP) of each new issue on its first day of t r a d i n g ^ ® , where:-
UP = Pt - Po/Po o r 
Pt/Po - 1 
where Po 1s the IPO o f f e r price 
Pt is the f i r s t - d a y closing of the new issue. 
18 "UP" also refers to an "overpricing" w h e r e the IPO o f f e r price 
is at a premium to its first-day closing p r i c e . 
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U n d e r p r i c i n g of an IPO (UP) is here i n t e r p r e t e d as a f u n c t i o n 
of the q u a l i t y of m e r c h a n t b a n k e r s (MB), the q u a l i t y of 
reporting a c c o u n t a n t s (RA), m a r k e t e n v i r o m e n t ( H S I ) , issuer's 
size ( M K T C A P ) , and b u s i n e s s nature (IND):-
U P 二 f ( M B， R A , H S I , M K T C A P , I N D ) 
M u l t i p l e regression w i t h UP as d e p e n d e n t v a r i a b l e and t h e 
o t h e r five f a c t o r s as i n d e p e n d e n t v a r i a b l e s are c o n d u c t e d to 
test f o r the s i g n i f i c a n c e of e a c h f a c t o r . 
A p a r t from t h e p r i m a r y m a r k e t p e r f o r m a n c e , the s e c o n d a r y 
m a r k e t p e r f o r m a n c e of e a c h IPO b a s e d on c l o s i n g p r i c e s o f e a c h 
stock on the l O t h - d a y , 1 - m o n t h and 3 - m o n t h a f t e r f l o t a t i o n w i l l 
also be r e v i e w e d . 
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C H A P T E R III 
M E R C H A N T B A N K E R S ' V I E W ON IPOs 
T h e 11 replies to q u e s t i o n n a i r e are a n a l y s e d and r e o r g a n i s e d 
to reflect the r e s p o n d e n t s ' o p i n i o n on t h r e e a s p e c t s : 
(1) How they view the b u s i n e s s o f a d v i s i n g and u n w r i t t i n g 
IPOs? 
(2) Factors influence the d e c i s i o n to go public and the 
s e t t i n g of p r i c e f o r an u n s e a s o n e d stock; 
(3) M e r c h a n t b a n k e r s ' view of t h e i r p e e r s and c o - w o r k i n g 
a c c o u n t a n t s . 
The first aspect c o r r e s p o n d s to group (1) q u e s t i o n s , the 
s e c o n d to group (4)， and the t h i r d to g r o u p s (2) and (3) 
q u e s t i o n s in the q u e s t i o n n a i r e . 
I m p o r t a n c e of the B u s i n e s s 
In terms of income g e n e r a t i o n , the IPO u n d e r w r i t i n g job is not 
a steady s o u r c e and is instead highly d e p e n d a b l e on m a r k e t 
c o n d i t i o n . T a b l e 3 shows the c o n t r i b u t i o n by IPO as a p e r c e n t a g e 
of total income of the 11 m e r c h a n t banks in 1988 and 1989. 
A b o u t half of the respondents do not regard the IPO job as an 
important source of income (account f o r only 0 to 20% of t h e i r 
m e r c h a n t b a n k s ' income) even in 1988, the best y e a r f o r IPO in 
the past d e c a d e w i t h a t o t a l of 19 new i s s u e s . O n l y two of them 
put IPO as source f o r at least 25% of t h e i r f i r m ' s i n c o m e . 
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Table 3 
IPO AS A SOURCE OF INCOME IN 11 M E R C H A N T BANKS 
P e r c e n t a g e to T o t a l Income 1988 1989 
0 - 20% 5 9 
2 1 - 4 0 % 4 2 
41 - 60% 2 0 
A b o v e 60% 0 0 
A l l r e s p o n d e n t s m a i n t a i n a very high s t a n d a r d f o r a c c e p t a n c e 
of IPO job as none of them w i l l t a k e m o r e than 60% of the 
p o t e n t i a l c l i e n t s in a y e a r to m a r k e t . A g a i n , the s t a n d a r d is 
influenced by m a r k e t c o n d i t i o n as six r e s p o n d e n t s a c c e p t e d a 
h i g h e r p e r c e n t a g e of t h e i r p o t e n t i a l c l i e n t s in t h e robust y e a r 
of 1988. A m o n g o t h e r s , t h r e e m a i n t a i n a high a c c e p t a n c e rate of 
41 to 60% in both y e a r s , one keeps it low at 0 to 20% 
t h r o u g h o u t , w h i l e one m e r c h a n t bank a c t u a l l y s e r v e d a h i g h e r 
p e r c e n t a g e of p o t e n t i a l c l i e n t s in 1989 than 1988. 
The 11 m e r c h a n t banks all picked "quality o f m a n a g e m e n t " as a 
very important c r i t e r i o n in c o n s i d e r i n g an IPO a p p l i c a n t . A m o n g 
seven o t h e r f a c t o r s , "nature of business" and "state of the 
market" received eight and seven v o t e s r e s p e c t i v e l y to be very 
Important f a c t o r s”. 
All but one m e r c h a n t b a n k e r rated all e i g h t f a c t o r s as e i t h e r 
"quite" o r "very i m p o r t a n t " . The e x c e p t i o n one b e l i t t l e d the 
importance of three factors: age of c o m p a n y , purpose of funds 
raised from I P O , and stakes retained by o r i g i n a l o w n e r . 
19 The o t h e r five f a c t o r s are: age of c o m p a n y since i n c o r p o r a t e d , 
size of c o m p a n y , p r o p o s a l s f o r uses of funds from share o f f e r , 
p r o p o r t i o n of equity retained in the c o m p a n y by o r i g i n a l o w n e r , 
and past e a r n i n g s of c o m p a n y . 
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M e c h a n i s m B e h i n d t h e J o b 
An IPO n e e d s to go t h r o u g h v a r i o u s p r o c e d u r e s b e f o r e it can be 
l a u n c h e d to t h e p u b l i c and s t a r t s t r a d i n g on S E H K ^ o . H o w e v e r , 
o n l y t w o w i d e l y i n t e r e s t e d t o p i c s - t h e m o t i v e s f o r f l o t a t i o n , 
and f a c t o r s b e h i n d t h e p r i c e s e t t i n g o f IPO - are d i c u s s e d h e r e . 
M o t i v e s f o r F l o t a t i o n 
R e s p o n d e n t s are a s k e d t o e x p r e s s t h e i r o p i n i o n on a f i v e - p o i n t 
s c a l e (1 s i g n i f y i n g n o n - i m p o r t a n t and 5 s i g n i f y i n g e x t r e m e l y 
i m p o r t a n t ) t o w a r d s t h e i m p o r t a n c e o f f o l l o w i n g n i n e f a c t o r s as 
m o t i v e s f o r f l o t a t i o n : -
(1) C a p i t a l r e a l i s a t i o n by c o m p a n y o w n e r ; 
(2) E n h a n c e v i s i b i l i t y o r m a r k e t a b i l i t y of c o m p a n y ; 
(3) I m p r o v e f u t u r e p r o s p e c t s o f r a i s i n g b a n k f i n a n c e ; 
(4) F i n a n c i n g f o r f u t u r e a c q u i s i t i o n o r t a k e o v e r ; 
(5) E n h a n c e r e p u t a t i o n o f c o m p a n y ; 
(6) I n c r e a s e e f f i c i e n c y o f b u s i n e s s ; 
(7) P a v e w a y f o r e n t r a n c e into o v e r s e a s b o u r s e ; 
(8) F a c i l i t a t e f u t u r e e x p a n s i o n ; 
(9) E n a b l e e q u i t y f i n a n c i n g and r e d u c e g e a r i n g . 
A l l f a c t o r s , e x c e p t f o r (6) and (7)， r e c e i v e d an a v e r a g e 
rating of 3 t o 4 . A n d a p a r t f r o m (5) and (6)， all o t h e r f a c t o r s 
are a w a r d e d a 5 o n c e o r t w i c e . F a c t o r (6)， i.e. an IPO can 
i n c r e a s e e f f i c i e n c y of b u s i n e s s , is indeed b e i n g rated w i t h a 1 
s e v e r a l t i m e s . M e a n w h i l e , a s i n g l e b a n k e r gave a 5 to f a c t o r (7) 
and w a s p r o b a b l y h a v i n g an e x p e r i e n c e in a r r a n g e m e n t of o v e r s e a s 
listing f o r local c o m p a n y . A f t e r all， t h e r e p l i e s s h o w e d a 
p a t t e r n t h a t the r e s p o n d e n t s a c c e p t t h e s e f a c t o r s as m o t i v e s 
b e h i n d f l o t a t i o n but w i t h o u t c o n v i c t i o n . 
20 S u c h d e t a i l s are d e s c r i b e d in "The P r o c e s s and P r o c e d u r e s of 
P u b l i c L i s t i n g in H o n g Kong by I n i t i a l P u b l i c Offer" ( 1 9 8 8 ) , a 
report by C U H K Three一Year MBA g r a d u a t e N i p Yun W i n g . 
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Initial Price S e t t i n g 
R e s p o n d e n t s are again asked to e x p r e s s t h e i r o p i n i o n on a 
f i v e - p o i n t scale t o w a r d s the importance of seven f a c t o r s in 
d e t e r m i n i n g the P/E^i f o r an IPO:-
(1) S i z e of c o m p a n y ; 
(2) A g e of c o m p a n y ; 
(3) P u r p o s e s of p r o c e e d s from IPO; 
(4) S t a k e s retained by o r i g i n a l o w n e r ; 
(5) R e p u t a t i o n of a d v i s i n g agent; 
(6) R e c o m m e n d a t i o n s of the c o m p a n y s e e k i n g listing; 
(7) State of m a r k e t . 
Unlike the replies to m o t i v e s behind f l o t a t i o n , m o s t 
respondents gave t h e i r h i g h e s t rating (either 4 o r 5 ) to f a c t o r 
(7). O n e r e s p o n d e n t , w h o gave a 4 to f a c t o r (7), named (6) the 
m o s t important f a c t o r but w i t h a remark saying that "you m e a n by 
b r o k e r s ' research?" T h i s same r e s p o n d e n t also s u g g e s t e d two 
a d d i t i o n a l f a c t o r s to the initial price setting: q u a l i t y of 
e a r n i n g s , and the p e r c e i v e d p r o s p e c t s of the issuer's e x i s t i n g 
and new b u s i n e s s e s . 
Besides f a c t o r (7), the replies showed a s c a t t e r e d pattern of 
o p i n i o n s t o w a r d s o t h e r f a c t o r s . 
O t h e r P a r t i c i p a n t s 
A l t h o u g h an IPO job involves v a r i o u s kinds of a d v i s i n g a g e n t , 
only the two most important o n e s - c o m p e t i n g f i n a n c i a l 
a d v i s e r / u n d e r w r i t e r and reporting a c c o u n t a n t - are e x p l o r e d in 
the q u e s t i o n n a i r e . The roles of lawyers and v a l u e r s are of the 
routine nature and w i l l not be f u r t h e r d i s c u s s e d . 
21 P/E ratio is the most important f a c t o r in d e t e r m i n i n g the 
price of an I P O , and w i l l be d i s c u s s e d in f o l l o w i n g c h a p t e r . 
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C o - w o r k e r s 
C o - w o r k e r s refer to both the joint u n d e r w r i t e r s (if a n y ) and 
the reporting a c c o u n t a n t ( s ) in an IPO j o b . 
F o u r out of the 11 r e s p o n d e n t s have no e x p e r i e n c e in s h a r i n g 
an IPO a d v i s i n g o r u n d e r w r i t i n g job w i t h o t h e r m e r c h a n t b a n k s . 
H o w e v e r , the a n s w e r s m a y only reflect p e r s o n a l r a t h e r t h a n the 
employers‘ s i t u a t i o n . 
For those seven r e s p o n d e n t s w h o have such e x p e r i e n c e , five 
regarded the size of an issue ( l a r g e ) as the reason f o r IPO job 
sharing and f o u r also picked the f a c t o r of u n s t a b l e m a r k e t 
c o n d i t i o n . And t h e s e two f a c t o r s j o i n t l y point to a risk 
a v e r s i o n a t t i t u d e among m o s t m e r c h a n t b a n k e r s . 
F u r t h e r m o r e , f o u r r e s p o n d e n t s give the same a d d i t i o n a l reason 
f o r IPO job sharing that the issuer is having good r e l a t i o n s h i p 
w i t h m o r e than one m e r c h a n t bank and w a n t s to m a i n t a i n links 
w i t h all of t h e m . 
C o n c e r n i n g o t h e r c o - w o r k e r s , e s p e c i a l l y the reporting 
a c c o u n t a n t , c o r p o r a t e links and b u s i n e s s r e l a t i o n s h i p are the 
m o s t d e c i s i v e factors picked by six out of 11 r e s p o n d e n t s . A m o n g 
the remaining f i v e , f o u r w i l l c h o o s e a c o - w o r k e r w i t h p r i v i o u s 
e x p e r i e n c e on IPO job and one w i l l opt f o r a local f i r m . 
Only three respondents have past e x p e r i e n c e of using a 
d i f f e r e n t reporting a c c o u n t a n t . T w o of them a t t r i b u t e d it to the 
c l i e n t ' s d e c i s i o n , w h i c h u l t i m a t e l y lead to a swap of the 
a u d i t o r f o r the newly listed c o m p a n y . The o t h e r r e s p o n d e n t , who 
probably has suffered a last m i n u t e change of reporting 
a c c o u n t a n t , d e s c r i b e d it as " t r o u b l e s o m e " . 
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C o m p e t i t o r s 
T a b l e 4 
P R E S T I G I O U S M E R C H A N T BANKS IN 1988 & 1989 
(selected o p i n i o n o n l y ) 
T y p e of B u s i n e s s 1988 1989 
W a r d l e y W a r d l e y 
J a r d i n e Fleming J a r d i n e Fleming 
G e n e r a l M e r c h a n t S t a n d a r d C h a r t e r e d S t a n d a r d C h a r t e r e d 
Banking S c h r o d e r s A s i a S c h r o d e r s A s i a 
I n d o s u e z A s i a P e r e g r i n e C a p i t a l 
C i t i c o r p Int'l Sun Hung Kai Int'l 
CEF C a p i t a l A n g l o C h i n e s e 
Baring B r o t h e r s M o r g a n G r e n f e l l 
Bankers T r u s t 
W a r d l e y W a r d l e y 
S t a n d a r d C h a r t e r e d S t a n d a r d C h a r t e r e d 
IPO U n d e r w r i t i n g J a r d i n e Fleming CEF C a p i t a l 
Indosuez A s i a P e r e g r i n e C a p i t a l 
B a n k e r s T r u s t Sun Hung Kai Int'1 
Sun Hung Kai Int'l A n g l o C h i n e s e 
Baring B r o t h e r s Indosuez A s i a 
East A s i a W a r b u r g J a r d i n e Fleming 
C i t i c o r p Int'l S c h r o d e r s A s i a 
S c h r o d e r s A s i a 
T a b l e 4 lists all high q u a l i t y m e r c h a n t b a n k e r s both for 
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t h e i r general m e r c h a n t banking b u s i n e s s and the IPO u n d e r w r i t i n g 
job in 1988 and 1989 as n o m i n a t e d by the 11 r e s p o n d e n t s . Most of 
them also named W a r d l e y as the h i g h e s t q u a l i t y c o m p e t i t o r f o r 
both a s p e c t s in these two y e a r s . 
Eight r e s p o n d e n t s t r e a t e d the e x i s t e n c e o f strong c o n n e c t i o n s 
w i t h o t h e r f i n a n c i a l i n s t i t u t i o n s as a "very important" f a c t o r 
f o r a m e r c h a n t bank to m a n a g e r and u n d e r w r i t e an I P O . T h i s is 
u n d e r s t a n d a b l e as a s u c c e s s f u l u n d e r w r i t e r w i l l a l w a y s nsed to 
secure a large s u b u n d e r w r i t i n g b a s e . It also e x p l a i n s w h y local 
people usually praise t h o s e h e a v i l y o v e r s u b s c r i b e d I P O s . 
M e a n w h i l e , six replies regarded p r e v i o u s e x p e r i e n c e in IPO job 
as a "very important" f a c t o r , and f o u r regarded c o m p e t i t i v e n e s s 
on c o s t i n g as "very i m p o r t a n t " . 
Most respondents b e l i t t l e d the f a c t o r s of large size o r local 
b a s e , w h i l e the a b i l i t y to o f f e r a v a r i e t y of f i n a n c i a l s e r v i c e s 
is a f a c t o r of m e d i u m i m p o r t a n c e . 
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CHAPTER IV 
MERCHANT B A N K E R S ' INFLUENCE ON IPOs 
M e r c h a n t bankers are c r i t i c a l to the success of an IPO not 
only because of t h e i r usual dual role as both the financial 
a d v i s e r and u n d e r w r i t e r of new issues, but also due to the fact 
that there is no fix rule in setting the P/E o r price of an 
o f f e r w h i c h leaves this critical d e c i s i o n to the m e r c h a n t 
bankers rather than the company o w n e r s . 
Apart from P/E and p r i c e , the s u b s c r i p t i o n rate of an IPO is 
also generally regarded as an indicator f o r the success of a new 
issue. These three items are d i s c u s s e d in this c h a p t e r . 
Relative P/E Comparison 
Apart from 1983, the average P/E f o r new issues are w e l l below 
that of the Hang Seng Index c o n s t i t u e n t s . T h i s is u n d e r s t a n d a b l e 
because the Index c o n s t i t u e n t s are m a i n l y well seasoned blue 
c h i p s . In f a c t , three of the f o u r IPOs in 1983 are having P/E 
(6.8) below the year's Index average P/E (8.02)， while the 
average IPO P/E (10.4) is mainly resulted from the high ratio 
(21) of Burwi11 International Ltd. 
Anothe. reason for the relatively low P/E of the IPOs is that 
most of the issuers are locally based m a n u f a c t u r e r s , while their 
P/E ranged from the lowest among all o t h e r IPOs of 4.5 to a high 
of only 10. 
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T a b l e 5 lists the a v e r a g e IPO P/E in c o n t r a s t w i t h the Hang 
Seng Index P/E from 1980 to 1989. D e t a i l e d c o m p a r i s o n of 
individual IPO P/E w i t h the m o n t h l y P/E of Index c o n s t i t u e n t s is 
in A p p e n d i x 4. 
T a b l e 5 
C O M P A R I S O N OF A V E R A G E IPO P/E W I T H A V E R A G E H S I P/E 
P/E 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
IPO 15.74 10.66 9.15 10.4 6.51 7.14 9.21 7.56 5.9 6.35 
H S I 17.82 18.00 9.81 8.02 9.83 16.01 15.97 17.54 12.13 11.49 
S u b s c r i p t i o n Rate 
In o r d e r to s i m p l i f y the c o m p a r i s o n s , only the five leading 
m e r c h a n t bankers as reported in the O p i n i o n Poll w i l l be t r e a t e d 
individual 1y. T h o s e n o n - m a j o r m e r c h a n t b a n k e r s and joint 
u n d e r w r i t e r s w i l l be c a t e g o r i s e d and t r e a t e d as if they have the 
same amount of influence on I P O s . 
T a b l e 7 lists the n u m b e r of IPOs u n d e r v a r i o u s c a t e g o r i e s of 
s u b s c r i p t i o n rates from " u n d e r s u b s c r i b e d " to "over 100 t i m e s 
s u b s c r i b e d " , c o r r e s p o n d i n g w i t h the five b a n k e r s and o t h e r s . 
For those IPOs using m o r e than one u n d e r w r 1 t e r / f i n a n c i a l 
a d v i s e r , they w i l l be s e p a r a t e l y c l a s s e d to reflect the e f f e c t 
of j o i n t - u n d e r w r i t i n g . 
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T a b l e 6 
C O M P A R I S O N OF IPO S U B S C R I P T I O N R A T E BY 
R E P U T A T I O N O F A D V I S I N G A G E N T S 
(times of s u b s c r i p t i o n ) 
S u b s c r i p t i o n 
R a t e s W d l y S . C . J . F . C i t i S H K J N T - 2 J N T - 3 J N T N O t r 
Less t h a n 1 1 2 1 
1 t o 5 1 1 1 1 6 1 1 14 
5.1 to 10 2 2 2 1 2 3 
10.1 to 20 1 2 2 5 
20.1 t o 50 1 2 1 5 1 2 
50.1 t o 100 1 2 1 1 1 
O v e r 100 1 1 2 2 2 
L e g e n d : W d l y - W a r d l e y , S . C . - S t a n d a r d C h a r t e r e d 
J . F . - J a r d i n e F l e m i n g , C i t i - C i t i c o r p 
S H K - Sun H u n g Kai， 
J N T - 2 - j o i n t u n d e r w r i t i n g w i t h 2 m e r c h a n t b a n k s , 
J N T - 3 - j o i n t u n d e r w r i t i n g w i t h 3 m e r c h a n t b a n k s , 
J N T N - j o i n t u n d e r w r i t i n g w i t h o v e r 3 b a n k e r s , 
O t r - o t h e r s . 
A c c o r d i n g to t h e a b o v e t a b l e , t h e r e p u t a t i o n of a m e r c h a n t 
b a n k e r s h o u l d h a v e little impact on t h e s u b s c r i p t i o n . F o r 
e x a m p l e , W a r d l e y has been w i d e l y r e g a r d e d as t h e m o s t 
c o m p e t i t i v e and h i g h q u a l i t y a d v i s e r to I P O , but it n e v e r a l o n e 
score any o v e r 100 t i m e s s u b s c r i p t i o n , i n s t e a d it s u f f e r s o n e 
u n d e r s u b s c r i p t i o n on the new issue of C h e v a l i e r (HK) L t d . 
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But taking the o t h e r point of v i e w , the fact that top three 
m e r c h a n t b a n k e r s , i.e. W a r d l e y , S t a n d a r d C h a r t e r e d , and J a r d i n e 
F l e m i n g , n e v e r alone score any o v e r 100 t i m e s s u b s c r i p t i o n may 
prove that these firms do a good job in c u t t i n g down the amount 
of u n d e r p r i c i n g f o r the b e n e f i t s of the i s s u e r . 
Price E f f i c i e n c y 
A l l five leading m e r c h a n t b a n k e r s show t h e i r q u a l i t y by 
keeping from o v e r p r i c i n g of the r e s p o n s i b l e IP0s2 2 . T h u s they 
can avoid the blame of wrong price d e c i s i o n in case of an 
u n d e r s u b s c r i p t i o n . 
H o w e v e r , no r e g u l a r pattern of u n d e r p r i c i n g can be found f o r 
t h e s e star a d v i s e r s . For e x a m p l e , W a r d l e y o b s e r v e d u n d e r p r i c i n g 
of 0.88% to 113.98% in the six new issues m a n a g e d by itself 
a l o n e . On an a v e r a g e , W a r d l e y shows an u n d e r p r i c i n g of 40.47% 
f o r those IPOs u n d e r its sole m a n a g e m e n t , S t a n d a r d C h a r t e r e d is 
2 1 . 6 8 % , J a r d i n e Fleming 1 3 . 5 7 % , C i t i c o r p 2 9 . 3 9 % , and Sun Hung 
Kai 4 8 . 4 3 % . 
P r i m a r y M a r k e t 
A m o n g the 79 IPOs s t u d i e d , 66 are u n d e r p r i c e d w h i l e 12 are 
actually o v e r p r i c e d w i t h t h e i r closing prices on the debut below 
the o f f e r prices and one closed same as the o f f e r p r i c e . 
The 79 IPOs n e v e r t h e l e s s showed an average u n d e r p r i c i n g from 
A.6% to 35.61% on an a n n u a l i s e d b a s i s , w h i c h again support the 
general belief that u n d e r p r i c i n g is a p h e n o m e n o n common to m a j o r 
stock m a r k e t s . 
22 Details of u n d e r p r i c i n g are shown as A p p e n d i x 4 and 5. 
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The two years w i t h the largest u n d e r p r i c i n g - 1980 (30.62%) 
and 1987 (35.61%) - are c o i n c i d e d w i t h the peaks of the two 
b u l l i s h c y c l e s in Hong Kong's history of stock t r a d i n g . It shows 
t h a t , instead of influence of a d v i s i n g a g e n t s o r o t h e r f a c t o r s , 
a large average u n d e r p r i c i n g could be the result of u n e x p e c t e d 
change in m a r k e t envi r o m e n t . D e t a i l s of IPO price p e r f o r m a n c e in 
p r i m a r y and s e c o n d a r y m a r k e t s are listed in T a b l e 6 . 
T a b l e 7 
PRIMARY & S E C O N D A R Y PRICE P E R F O R M A N C E FOR IPOs 
1980 - 1989 
(shown as d i f f e r e n c e in % from o f f e r p r i c e s ) 
Period 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
1st-Day 30.62 6.43 4.6 15.05 8.26 5.1 10.88 35.61 18.24 7.64 
« 
10th “ 39.98 - 4 . 1 3.35 10.98 2.85 - 1 . 1 16.36 43.51 20.89 8.24 
1st-Mth 30.00 - 5 . 1 2.25 21.73 12.93 - 4 . 4 15.04 49.52 22.89 8.62 
3 r d - M t h 31.78 -9.7 -7.0 46.68 12.33 - 9 . 5 23.74 71.66 35.14 18.78 
S e c o n d a r y M a r k e t 
Dawson (1986) used the t h e o r y of e f f i c i e n t m a r k e t to show the 
importance of s e c o n d a r y m a r k e t price p e r f o r m a n c e in IPO s t u d i e s , 
as such p r i c e s are a d j u s t e d to the a v a i l a b i l i t y of m o r e 
information on the new s t o c k . 
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In f a c t , T a b l e 6 shows that the s t o c k s f l o a t e d t h r o u g h IPO in 
1981 and 1985 are in a v e r a g e o v e r p r i c e d d e s p i t e that 
u n d e r p r i c i n g w e r e reflected on the d e b u t . T h i s e c h o e d a n o t h e r 
g e n e r a l l y a c c e p t e d s t a t e m e n t that an IPO's t r a d i n g price is 
u s u a l l y d i s t o r t e d by hectic a c t i v i t i e s on its d e b u t . 
U n l i k e the case f o r p r i m a r y m a r k e t , the two y e a r s found w i t h 
the largest u n d e r p r i c i n g - 7 1 . 6 6 % of 1987 and 4 6 . 6 8 % of 1983 一 
are in fact at the two e x t r e m e s o f Hang S e n g I n d e x , as the 
f o r m e r is the y e a r w i t h the w i d e s t f l u c t u a t i o n of 2054 points 
and the latter the s m a l l e s t of 412 p o i n t s in the d e c a d e . 
F u r t h e r a n a l y s i s s h o w s that the 1983 u n d e r p r i c i n g is m a i n l y a 
result of m o r e than d o u b l e rises in share price of W o n g ' s 
I n d u s t r i a l ( H o l d i n g s ) Ltd w i t h i n t h r e e m o n t h s of t r a d i n g from 
its d e b u t . T h u s the s e c o n d a r y m a r k e t pricing can tell a 
d i f f e r e n t story about the price e f f i c i e n c y (mainly a 
r e s p o n s i b i l i t y of the a d v i s i n g a g e n t s ) from the p r i m a r y m a r k e t 
p r i c e s . 
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C H A P T E R V 
T E S T O F F A C T O R S ON IPO U N D E R P R I C I N G 
R e g r e s s i o n O u t c o m e s 
D A T A LIST FILE 二 ， A : D A T > D A T’ 
/ I P O 1-3 UP 4 - 8 ( 2 ) M B 9 RA 10 M K T C A P 11-15 IND 16 H S I 1 7 - 2 2 ( 2 ) . 
V A R I A B L E LABEL 
IPO 'INITIAL P U B L I C O F F E R’ 
UP ' U N D E R P R I C I N G O F I P O ' 
MB 'MERCHANT B A N K ' _ 
RA ' R E P O R T I N G A C C O U N T A N T ' 
M K T C A P 'MARKET C A P I T A L I S A T I O N ' 
H S I 'HANG S E N G I N D E X ' 
V A L U E LABEL MB 0 ' N O N - M A J O R M E R C H A N T B A N K ' 1 'MAJOR M E R C H A N T 
B A N K ' 2 'JOINT U N D E R W R I T E R 一2， 3 'JOINT U N D E R W R I T E R - 3 O R M O R E ' 
/ R A 0 ，NON—BIG—8 A C C O U N T A N T ' 1 'BIG—8 A C C O U N T A N T ' 2 'JOINT 
A C C O U N T A N T ' / I N D 0 ' N O N - M A N U F A C T U R I N G ' 1 ' M A N U F A C T U R I N G ' . 
R E G R E S S I O N V A R A I B L E S ：： UP MB RA M K T C A P IND H S I 
DEPENDENT二UP 
M E T H O D ENTER MB RA M K T C A P IND H S I . 
S P S S / P C + 
本 本 本 木 M U L T I P L E R E G R E S S I O N 本 本 本 本 
L i s t w i s e D e l e t i o n of M i s s i n g D a t a 
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E q u a t i o n N u m b e r 1 D e p e n d e n t V a r i a D i e " UP u n d e r p r i c i n g of IPO 
B e g i n n i n g Block N u m b e r 1. M e t h o d : E n t e r 
MB RA M K T C A P IND H S I 
V a r i a b l e ( s ) E n t e r e d on S t e p N u m b e r 
1.. H S I H A N G SENG INDEX 
2 " RA R E P O R T I N G A C C O U N T A N T 
3 . . M K T C A P M A R K E T C A P I T A L I S A T I O N 
4 . . IND INDUSTRY 
5 . . MB M E R C H A N T BANKER 
M u l t i p l e R .37188 
R S q u a r e .13829 
A d j u s t e d R S q u a r e .07927 
S t a n d a r d E r r o r 2 6 . 7 3 7 8 5 
A n a l y s i s of V a r i a n c e 
DF Sum of S q u a r e s Mean S q u a r e 
R e g r e s s i o n 5 8 3 7 5 . 6 0 9 8 4 1675.12197 
R e s i d u a l 73 5 2 1 8 8 . 6 2 9 7 8 7 1 4 . 9 1 2 7 4 
F : 2.34311 S i g n i f F = .0497 
V a r i a b l e s in the Equation 
V a r i a b l e B SE B Beta T Sig T 
HSI .01107 4 . 0 4 4 2 8 E - 0 3 .31518 2.737 .0078 
RA 5.44337 6.83202 .08721 .797 .4282 
M K T C A P 2 . 2 1 9 5 5 1 E - 0 4 2 . 2 8 8 2 2 E - 0 3 .01101 .097 .9230 
IND - 1 3 . 1 4 8 8 1 6.29689 - . 2 3 4 2 1 - 2 . 0 8 8 .0403 
MB 2.65432 3.28508 .09598 .808 .4217 
( C o n s t a n t ) - 8 . 9 6 5 6 0 13.26822 -.676 .5014 
End Block N u m b e r 1 All requested v a r i a b l e s e n t e r e d . 
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A c c o r d i n g to o u t c o m e s of the above m u l t i p l e r e g r e s s i o n , only 
the two factors of Industry (IND) and Hang Seng Index (HSI) are 
s i g n i f i c a n t e x p l a n a t o r y variables as t h e i r T test values are 
s i g n i f i c a n t l y differed from zero at the 5% level, while the 
other three factors - m e r c h a n t b a n k e r (MB), reporting accountant 
(RA) and m a r k e t c a p i t a l i s a t i o n (MKTCAP) are differed from zero 
but at an at least 40% e r r o r level. The R Square value of 
0.13829 tells that the e x p l a n a t o r y v a r i a b l e s explain f o r 13% of 
the d e p e n d e n t v a r i a b l e ' s v a r i a t i o n . A l s o , the F s t a t i s t i c s of 
2 . 3 4 3 1 1 , though not very h i g h , is of enough s i g n i f i c a n c e . 
H o w e v e r , the T test values showed that only Hang Seng Index and 
Industry are factors with the s i g n i f i c a n c e to below 5% e r r o r 
level； while the o t h e r three factors are f a r less s i g n i f i c a n t . 
A f u r t h e r attempt to explore f o r possible relation between 
reputation of individual m e r c h a n t banker and IPO underpricing is 
done by extending the e x p l a n a t o r y p o w e r of the independent 
variable MB (with the ranking reflected in the q u e s t i o n n a i r e and 
the opinion p o l l ) , and limits the IPO population to those 
issuers e m p l o y i n g only one m e r c h a n t b a n k e r . 
DATA LIST FILE 二 'A:DAT.DA"r 
/IPO 1-3 UP 4 - 8 ( 2 ) MB 9 RA 10 M K T C A P 11-15 IND 16 HSI 17-22(2). 
V A R I A B L E LABEL 
IPO 'INITIAL PUBLIC O F F E R ' 
UP 'UNDERPRICING OF IPO' 
MB 'MERCHANT B A N K E R ' 
RA 'REPORTING A C C O U N T A N T ' 
MKTCAP 'MARKET C A P I T A L I S A T I O N ' 
IND 'INDUSTRY' 
HSI ‘HANG SENG I N D E X ' 
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V A L U E LABEL MB 0 ' N O N - M A J O R M E R C H A N T B A N K ' 1 ' I N D O S U E Z ' 2 'SUN 
H U N G K A I ' 3 ' C I T I C O R P ' 4 'JARDINE F L E M I N G ' 5 ' S C H R O D E R S 
C H A R T E R E D ' 6 ' W A R D L E Y ' /RA 0 ，NON—BIG—8 ACCOUNTANT‘ 1 ，BIG—8 
A C C O U N T A N T ' 2 'JOINT A C C O U N T A N T ' / I N D 0 ' N O N - M A N U F A C T U R I N G ' 1 
' M A N U F A C T U R I N G ' . 
R E G R E S S I O N V A R I A B L E S : UP MB RA M K T C A P IND H S I 
/ D E P E N D E N T = U P 
/ M E T H O D E N T E R M B RA M K T C A P IND H S I . 
S P S S / P C + 
本 本 本 本 M U L T I P L E R E G R E S S I O N 本 本 本 本 
L i s t w i s e D e l e t i o n of M i s s i n g D a t a 
E q u a t i o n N u m b e r 1 D e p e n d e n t V a r i a b l e . . UP U N D E R P R I C I N G O F IPO 
B e g i n n i n g B l o c k N u m b e r 1. M e t h o d : E n t e r 
MB RA M K T C A P IND H S I 
V a r i a b l e ( s ) E n t e r e d on S t e p N u m b e r 
1.. H S I H A N G S E N G INDEX 
2 . . RA R E P O R T I N G A C C O U N T A N T 
3 . . M K T C A P M A R K E T C A P I T A L I S A T I O N 
4 . . IND I N D U S T R Y 
5 . . MB M E R C H A N T B A N K E R 
M u l t i p l e R .44990 
R S q u a r e .20241 
A d j u s t e d R S q u a r e .10967 
S t a n d a r d E r r o r 2 8 . 5 0 2 2 8 
A n a l y s i s of V a r i a n c e 
DF S u m of S q a u r e s M e a n S q u a r e 
R e g r e s s i o n 5 8 8 6 5 . 0 7 0 8 6 1 7 7 3 . 0 1 4 1 7 
R e s i d u a l 43 3 4 9 3 2 . 3 4 8 6 8 8 1 2 . 3 8 0 2 0 
F 二 2 . 1 8 2 4 9 S i g n i f F - .0737 
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* * * * M U L T I P L E R E G R E S S I O N * * * * 
Equation N u m b e r 1 D e p e n d e n t V a r i a b l e . . UP U N D E R P R I C I N G OF IPO 
V a r i a b l e s in the Equation 
V a r i a b l e B SE B Beta T Sig T 
H S I .01189 5 . 5 2 1 6 5 E - 0 3 .31600 2.153 .0370 
RA 6.94212 8.73173 .11134 .795 .4310 
M K T C A P 7 . 8 5 3 1 9 6 - E 0 3 7 . 3 4 4 6 5 E - 0 3 .15268 1.069 .2909 
IND - 1 5 . 9 7 0 0 8 8.64586 - . 2 6 5 6 9 - 1 . 8 4 7 .0716 
MB 1.32410 1.90137 .10066 .696 .4899 
( C o n s t a n t ) - 1 7 . 0 1 3 5 8 17.56017 - . 9 6 9 .3380 
End Block N u m b e r 1 A l l requested v a r i a b l e s e n t e r e d . 
A m o n g the five v a r i a b l e s , Hang Seng Index (HSI) is the only 
s i g n i f i c a n t e x p l a n a t o r y v a r i a b l e w h i c h d i f f e r e d from zero at a 
5% level. The industry (IND) v a r i a b l e is a s i g n i f i c a n t 
e x p l a n a t o r y v a r i a b l e d i f f e r i n g from zero at a 10% level, w h i l e 
the o t h e r three v a r i a b l e s are s i g n i f i c a n t v a r i a b l e s but at 30% 
o r m o r e levels. T h i s time the R S q u a r e value 1s 0 . 2 0 2 4 1 , 
reflecting that the e x p l a n a t o r y v a r i a b l e s e x p l a i n f o r o v e r 20% 
of d e p e n d e n t v a r i a b l e ' s v a r i a t i o n . H o w e v e r , the f a c t o r of 
m e r c h a n t b a n k e r (MB) remained insignificant in view of the large 
value of Sig T at 0.4899 c o m p a r i n g w i t h 0.4217 in the p r e v i o u s 
regression r e s u l t s . 
This second regression shows that a reduction in the size of IPO 
p o p u l a t i o n from 79 to 49 can trim the s i g n i f i c a n c e level of the 
e x p l a n a t o r y v a r i a b l e of industry (IND), w i t h the S i g . T value 
rising to 7.16% from below 5% in the p r e v i o u s t e s t . 
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S i g n i f i c a n c e of Factors 
A d v i s i n g A g e n t s 
A l t h o u g h the regression o u t c o m e s s h o w e d that both the f a c t o r s 
of m e r c h a n t b a n k e r and reporting a c c o u n t a n t are i n s i g n i f i c a n t , 
it may be due to d i f f i c u l t y in a s s i g n i n g v a l u e s to the f a c t o r s . 
F i r s t , there is no o b j e c t i v e way to e v a l u a t e f o r the reputation 
of one a d v i s i n g agent o v e r the o t h e r and s e c o n d l y , the 
d i f f i c u l t y is h a r d e n e d due to e x i s t e n c e of j o i n t u n d e r w r i t i n g o r 
joint a c c o u n t i n g . 
M a r k e t Envi roment 
It seems that the c h o i c e of Hang S e n g Index as an i n d i c a t o r 
f o r m a r k e t envi roment is a p p r o p r i a t e , b e c a u s e the o u t c o m e of the 
regression c o n f i r m e d the f i n d i n g s of the Q u e s t i o n n a i r e that the 
state of m a r k e t is a c t u a l l y the m o s t important f a c t o r behind the 
s e t t i n g of price f o r an I P O . 
Internal F a c t o r s 
A m o n g the two internal f a c t o r s - size of the c o m p a n y in t e r m s 
of m a r k e t c a p i t a l i s a t i o n and b u s i n e s s nature - only the latter 
showed s i g n i f i c a n c e at the 5% level, w h i l e the f o r m e r is in fact 
the m o s t i n s i g n i f i c a n t f a c t o r w i t h a T s i g n i f i c a n c e level of 
0 . 9 2 3 . 
The n e g a t i v e c o e f f i c e n t of the industry f a c t o r / v a r i a b l e shows 
that the investment public is a c t u a l l y m o r e c o n s e r v a t i v e t o w a r d s 
t h o s e industrial issues but t e n d s to o v e r v a l u e o t h e r b u s i n e s s e s . 
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In f a c t , the m e r c h a n t b a n k e r s are at least as c o n s e r v a t i v e as 
the investment public in v a l u i n g a m a n u f a c t u r i n g c o m p a n y w h i c h 
e x p l a i n s why the u n d e r p r i c i n g f o r industrial new issues are less 
than those f o r n o n - i n d u s t r i a l i s s u e s . In o t h e r w o r d s , IPO 
u n d e r p r i c i n g reflects the d i f f e r e n c e b e t w e e n m e r c h a n t bankers 
and investment p u b l i c in e v a l u a t i o n o f a new issue. If both 
s i d e s have the same o p i n i o n , as in the case of m o s t industrial 
new i s s u e s , the u n d e r p r i c i n g w i l l be s m a l l . 
S u c h c o n c l u s i o n can be e v i d e n c e d by latest p e r f o r m a n c e of 
stocks listing on SEHK: T a b l e 7 listed the P/E and yields of 
stocks on the Hong Kong Index " H K I " 2 3 c a t e g o r i e s in 1989. 
T a b l e 8 
A V E R A G E P/E R A T I O A N D A V E R A G E Y I E L D OF HKI STOCKS 
1989 
Finance U t i l i t i e s P r o p e r t i e s Con.E H o t e l s Industry 
A v g . P/E 9.95 12.81 10.52 11.31 13.86 9.33 
Y i e l d 5.02 4.94 8.74 4.37 4.63 4.75 
Legend: Con.E - C o n g l o m e r a t e d E n t e r p r i s e s 
The above t a b l e shows that industrial s t o c k s are having the 
lowest a v e r a g e P/E of 9.33 in c o m p a r i s o n w i t h the o t h e r five 
s e c t o r s . H o w e v e r , t h e y are f o l l o w e d by f i n a n c e s h a r e s , m o s t l y 
b a n k s , w h i c h are u s u a l l y being regarded as low risk b u s i n e s s e s . 
23 Hong Kong Index is c o m p u t e d by S E H K and c o m p r i s e s of a m u c h 
w i d e r bank of stocks than the Hang Seng I n d e x . 
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CHAPTER V I 
C O N C L U S I O N 
A t o t a l of 79 IPOs issued in the d e c a d e of 1980 to 1989 are 
reviewed in this p a p e r w i t h respect to t h e i r a d v i s i n g a g e n t s , 
e s p e c i a l l y the m e r c h a n t b a n k e r s who play the d u a l role of 
f i n a n c i a l a d v i s e r and u n d e r w r i t e r . 
Eleven m e r c h a n t b a n k e r s responded to the q u e s t i o n n a i r e w h i c h 
set forth to e x p l o r e t h e i r a t t i t u d e on IPO related i s s u e s . A m o n g 
o t h e r o p i n i o n s , all o f them stated t h e importance of m a r k e t 
c o n d i t i o n as a f a c t o r of t h e i r a c c e p t a n c e of a new issue j o b . 
R e v i e w i n g the P/E ratio and price p e r f o r m a n c e of these IPOs 
leads to the c o n c l u s i o n t h a t the a v e r a g e P/E of IPOs is below 
the level of s e a s o n e d s t o c k s , w h i l e u n d e r p r i c i n g is found to be 
a p h e n o m e n o n common to Hong Kong as in o t h e r m a j o r stock 
m a r k e t s . H o w e v e r , it is hard to e s t a b l i s h a c o n v i n c i n g 1 ink 
between the q u a l i t y o r reputation of a m e r c h a n t b a n k e r w i t h 
s u b s c r i p t i o n rate o r price p e r f o r m a n c e of its responsible I P O , 
w h i l e again it could p o s s i b l y be the e f f e c t of a small 
p o p u l a t i o n . 
On the o t h e r h a n d , the regression a n a l y s i s shows that m a r k e t 
e n v i roment f a c t o r represented by the Hang Seng Index is a 
s i g n i f i c a n t I n d i c a t o r behind u n d e r p r i c i n g . T h e d i f f e r e n c e of 
m a n u f a c t u r i n g and n o n - m a n u f a c t u r i n g b u s i n e s s nature is also 
s i g n i f i c a n t to u n d e r p r i c i n g of I P O s , a l t h o u g h such impact could 
also vary to the size of p o p u l a t i o n . H o w e v e r , the size of a 
c o m p a n y has little influence on the issues. 
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As m e n t i o n e d b e f o r e , the m a i n 1 imitation f o r this study is the 
small size of p o p u l a t i o n both f o r the IPOs and the m e r c h a n t 
b a n k e r s p a r t i c i p a t i n g in the j o b . The limited n u m b e r of IPOs may 
also e x a g g e r a t e the d e c i s i o n s m a d e by m e r c h a n t b a n k s . 
A p a r t from t h a t , the a b s e n c e of an o b j e c t i v e e v a l u a t i o n of the 
r e p u t a t i o n of a d v i s i n g a g e n t s m a y have a f f e c t e d the o u t c o m e s of 
a m u l t i p l e regression of f a c t o r s on u n d e r p r i c i n g . 
Finally， returns to the q u e s t i o n n a i r e c o u l d be m o r e m e a n i n g f u l 
if the 11 r e s p o n d e n t s are a l l o w e d to d i s c l o s e t h e i r i d e n t i t i e s . 
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Appendix 1 
Advising Agents to Hong Kong IPOs 
1980 - 1989 
C o m p a n y N a m e Merchant Bank Reporting Accountant 
Wing Lung Bank Ltd Schroders & Chartered Price Waterhouse 
Wardley 
Re m y Martin (Far East) Ltd Wardley Arthur Young 
K a W a h Bank Ltd Chase Manhattan Asia Price Waterhouse 
Regal Hotel (Holdings) Ltd Wardley K w a n W o n g Tan & Fong 
H K Industrial & Commercial Bank Sun H u n g Kai Finance F.S. Li 
Sun H u n g Kai Sec. 
Hsin Chong Properties Ltd Schroders & Chartered Price Waterhouse 
Wardley 
N e w T o w n (NT.) Properties Ltd Jardine Fleming Sec. K w a n W o n g Tan & Fong 
Schroders & Chartered 
Sun H u n g Kai Sec. 
Wardley 
Sino Land C o Ltd Sun H u n g Kai Sec. K w a n W o n g Tan & Fong 
Wardley 
Internationa! City Holdings Ltd Wardley Peak Marwick 
K w a n W o n g Tan & Fong 
Tak Wing Investment (HIdgs.) Ltd Schroders & Chartered K w a n W o n g Tan & Fong 
Henderson Land Development C o Ltd Sun H u n g Kai Sec. Peat Marwick Mitchell 
Wardley 
W a i W a h Shipping C o Ltd Jardine Fleming Sec. Price Waterhouse 
Conic Investment C o Ltd Schroders & Chartered Price Waterhouse 
Wardley 
Century City Holdings Ltd N M Rothschild & Sons Deloitte Haskins & Sells 
W a y ton Navigation (HIdgs.) Ltd Sun Poh Shing Finance Kenneth Lo 
K w a n W o n g Tan & Fong 
Hysan Development C o Ltd Hang Seng Finance K w a n W o n g Tan & Fong 
Wardley 
Chuang's Properties Ltd Schroders & Chartered Coopers & Lybrand 
Pan in Holdings Ltd Schroders & Chartered Price Waterhouse 
Sun's Finance C o Ltd Concord Sec. Jackman Choy 
Evergo Industrial Enterprise Ltd Jardine Fleming Sec. K w a n W o n g Tan & Fong 
Wardley 
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C o m p a n y N a m e Merchant Bank Reporting Accountant 
L a m b d a Technology Ltd Schroders & Chartered K w a n W o n g Tan & Fong 
Burwill Internationa丨 Ltd Jardine Fleming Sec. Coopers & Lybrand 
S p e a k m a n 
W o n g ' s Industrial (HIdgs.) Ltd Jardine Fleming Sec. Coopers & Lybrand 
Schroders & Chartered H o & H o 
H K - T V B Ltd East Asia Warburg Price Waterhouse 
S u n H u n g Kai Sec. 
Wardley 
Elec & Eltek C o Ltd Jardine Fleming Sec. Ernst & Whinney 
Wardley 
Shell Electric M F G ( H L D G S ) C o Ltd S u n H u n g Kai Int'l K w a n W o n g Tan & Fong 
Wardley 
Gold Peak Industries (HIdgs) Ltd Schroders & Chartered Deloitte Haskins & Sells 
Johnson Electric Ind. Mfg. Ltd Jardine Fleming Sec. Price Waterhouse 
Schroders & Chartered 
Wardley -
Playmates Holdings Ltd Schroders & Chartered Coopers & Lybrand 
R a y m o n d Industrial Ltd East Asia Warburg Deloitte Haskins & Sells 
K w a n 
Chevalier (HK) Ltd Wardley K w a n W o n g Tan & Fong 
National Electronics (Con.) Ltd Jardine Fleming Sec. K w a n W o n g Tan & Fong 
Lawrence C h e u n g 
F u r a m a Hotel Enterprises Ltd H a n g Seng Finance Price Waterhouse 
Hoare Govett 
Wardley 
Kader Industrial C o Ltd Schroders Asia Peat Marwick Mitchell 
Wardley 
Associated Int's Hotels Ltd Indosuez Asia Price Waterhouse 
Schroders Asia 
Sime Darby H o n g Kong Ltd N M Rothschild & Sons Price Waterhouse 
Sing Tao Ltd Oilmet Inv. (HK) T h o m a s L. C . Kuen 
Standard Chartered 
Cathay Pacific Airways Ltd Baring Brothers Peat Marwick Mitchell 
Wardley 
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C o m p a n y N a m e Merchant Bank Reporting Accountant 
Cafe de Coral Group Ltd Standard Chartered Peat Marwick Mitchell 
J a d e m a n (Holdings) Ltd Indosuez Asia C h a n g Leung Hui & Li 
K w a n W o n g Tan & Fong 
Bonds Corp International Ltd W a r d ley Price Waterhouse 
Luks Industrial C o Ltd Indosuez Asia Ernst & Whinney 
K a W a h Stones (Holdings) Ltd S u n H u n g Kai Int'l Price Waterhouse 
Novel Enterprises Ltd Indosuez Asia Price Waterhouse 
W a r d ley 
Laws Fashion Knitters Ltd S a m u e l Montagu Ernst & Whinney 
H o n g Kong Resort C o Ltd Indosuez Asia Price Waterhouse 
K u m a g a i G u m i (HK) Ltd C E F Capita! Peak Marwick Mitchell 
S u n H u n g Kai Int'l 
W a r d ley 
W a h Shing Toys Consolidated Ltd Citicorp Int'l K w a n W o n g Tan & Fong 
Tse Sui Luen Jewellery (HIdgs.) Ltd Jardine Fleming Sec. Deloitte Haskins & Sells 
Universal Appliances Ltd Schroders Asia Coopers'& Lybrand 
Lafe Holdings Ltd Indosuez Asia Ernst & Whinney 
Mansion House Securities Ltd S a m u e l Montagu Li Tang C h e n 
Price Waterhouse 
Asia Commercial C o Ltd Citicorp Int'l A u Y e u n g Yik Fung 
Deloitte Haskins &Selis 
General Electronics Ltd C E F Capital Ernst & Whinney 
Jardine Fleming Sec. 
Oriental Press Group Ltd Citicorp Int'l K w a n W o n g Tan & Fong 
Lui & M a k 
F U P Electronics Ltd Citicorp Int'l Deloitte Haskins & Sells 
King Fook Holdings Ltd Citicorp Int'l Price Waterhouse 
Starlight Industrial Holdings Ltd Standard Chartered Deloitte Haskins & Sells 
Fountain Set (Holdings) Ltd Sun H u n g Kai Int'l Tony K w o k Tung N g 
C.P. Pokphand C o Ltd B O T Inn Ernst & Whinney 
Chase Manhattan Asia 
Standard Chartered 
Tung Fong H u n g Medicine C o Ltd Citicorp Int'l Deloitte Haskins & Sells 
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Cornpany Name Merchant Bank Reporting Accountant 
------------ -------------
--------------------
HK Daily News & Trading Hldg. Ltd Royal Trust Asia Ernst & Whinney 
Tomei Industrial (Holdings) Ltd Indosuez Asia Ernst & Whinney 
Standard Chartered 
Kin Son Electronic (Hldgs.) Co Ltd IBIAsia Deloitte Haskins & Sells 
Teletech International Ltd CEF Capital Coopers & Lybrand 
Hwa Kay Thai (Hldgs.) Ltd James Capel Far East Deloitte Haskins & Sells 
Morgan Grenfell Bingley Wong 
Yaohan HK Corporate Ltd BOT Int'1 Coopers & Lybrand 
IBJ Asia 
Jardine Fleming Sec. 
LTCB Asia 
New Japan Sec. In t' I 




Kee Shing (Holdings) Ltd Ang 10 Ch inese Deloitte Haskins & Sells 
Citicorp Inl'l 
Integrated Display Tech (Hldgs) Ltd Indosuez Asia Tony Kwok Tung Ng 
Continental Holdings Ltd Wardley Peat Marwick 
Hop Hing Oil (Holdings) Ltd Morgan Grenfell Ernst & Whinney 
Wardley 
Cosmos Machinery Enterpr ise Ltd B.T. Asia (H.K.) Deloitte Haskins & Sells 
Tungtex (Holdings) Co Ltd Indosuez Asia Deloitte Haskins & Sells 
San Tai Electrical Co Ltd Kinkon Kwan Wong Tan & Fong 
ASM Pacific Technology Ltd CEF Capital Deloitte. Haskins & Sells 
Swilynn International (Hldgs) Ltd Standard Chartered Del'oitte Haskins & Sells 
Sung Fao Kee Holdings Ltd Hoare .Govett Kwan Wong Tan & Fong 
Peregrine Capital 
Morning Star Holdings Ltd CEF Capital Ernst & Whinney 




Price/Earnings Ratio, Subscription Rate 
for Hong Kong IPOs: 1980 - 1989 
Subscription 
C o m p a n y N a m e P/E Rate (Times) 
Wing Lung Bank Ltd 14.13 1.2 
* R e m y Martin (Far East) Ltd 10 1.06 
K a W a h Bank Ltd 11.2 18 
Regal Hotel (Holdings) Ltd 33 9.4 
H K Industrial & Commerc丨al Bank 10.39 34.5 
Hsin Chong Properties Ltd 15.3 0.55 
N e w T o w n (N.T.) Properties Ltd 8.6 2.82 
Sino Land C o Ltd 21.7 0.4648 
International City Holdings Ltd 7.0 11.95 
Tak Wing Investment (HIdgs.) Ltd 7.5 4.59 
Henderson Land Development C o Ltd 8 10.6 
W a i W a h Shipping C o Ltd 7.4 1.22 
Conic Investment C o Ltd 6.8 7.5 ‘ 
Century City Holdings Ltd 7.75 15.1 
Wayton Navigation (HIdgs.) Ltd 5.9 1.6 
Hysan Development C o Ltd 20 2.72 
Chuang's Properties Ltd 12 1.526 
Panin Holdings Ltd 8.3 4.22 
Sun's Finance C o Ltd 10 1.18 
Evergo Industrial Enterprise Ltd 6.9 9.63 
L a m b d a Technology Ltd 6.9 5.13 
Burwill International Ltd 21 20.5 
Wong's Industrial (HIdgs.) Ltd 6.8 3.6 
H K - T V B Ltd 6.96 23.75 
Elec & Eltek C o Ltd 7.4 83.4 
Shell Electric M F G ( H L D G S ) C o Ltd 7.3 33 
Gold Peak Industries (HIdgs) Ltd 6.1 1.01 
Johnson Electric Ind. Mfg. Ltd 6.5 1.17 
Playmates Holdings Ltd 5.5 1.01 
R a y m o n d Industrial Ltd 6.6 1.01 
Chevalier (HK) Ltd 5.7 0.67 
National Electronics (Con.) Ltd 4.76 6.27 
Furama Hotel Enterprises Ltd 10 60.4 
Kader Industrial C o Ltd 5 1.27 
Associated Int's Hotels Ltd 8.8 1.01 
Sime Darby Hong Kong Ltd 9.17 0.37 
Sing Tao Ltd 9.8 3.05 
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Su bscription 
Company Name PIE Rate (Times) 
------------ ------------
Cathay Pacific Airways Ltd 10.29 55.4 
Cafe de Coral Group Ltd 10 6.5 
Jademan (Holdings) Ltd 6.78 5 
Bonds Corp International Ltd 10.2 66.9 
Luks Industrial Co Ltd 6.7 14.3 
Ka Wah Stones (Holdings) Ltd 8.5 246.5 
Novel Enterprises Ltd 6.4 23.2 
Laws Fashion Knitters Ltd 10.2 1.5 
Hong Kong Resort Co Ltd 5.2 1.7 
Kumagai Gumi (HK) Ltd 7.1 212 
Wah Shing Toys Consolidated Ltd 6.89 14.2 
Tse Sui Luen Jewellery (Hldgs.) Ltd 7.47 7.64 
Universal Appliances Ltd 7.2 2.58 
Lafe Holdings Ltd 7.0 54.6 
Mansion House Securities Ltd 6.7 119.3 
Asia Commercial Co Ltd 6.41 19.15 
General Electronics Ltd 6.96 3.38 
Oriental Press Group Ltd 10.47 309 
RJP Electronics Ltd 4.83 2.66 
King Fook Holdings Ltd 6.4 24.5 
Starlight Industrial Holdings Ltd 4.5 9.5 
Fountain Set (Holdings) Ltd 4.8 7.8 
C.P. Pokphand Co Ltd 6.9 282.5 
Tung Fang Hung Medicine Co Ltd 5.26 29.24 
HK Daily News & Trading Hldg. Ltd 6.0 114 
Tomei Industrial (Holdings) Ltd 5.7 309 
Kin Son Electronic (Hldgs.) Co Ltd 5.7 17.6 
Teletech International Ltd 5.83 7.7 
Hwa Kay Thai (Hldgs.) Ltd 7.2 39 
Yaohan HK Corporate Ltd 8.9 64.6 
Kee Shing (Holdings) Ltd 5.3 19.4 
Integrated Display Tech (Hldgs) Ltd 6.6 7.7 
Continental Holdings Ltd 6.0 5.3 
Hop Hing Oil (Holdings) Ltd 6.1 114 
Cosmos Machinery Enterprise Ltd 5.5 38.2 
Tungtex (Holdings) Co Ltd 5.4 10.3 
San Tai Electrical Co Ltd 5.2 24.12 
ASM Pacific Technology Ltd 7.5 3.22 
Swilynn International (Hldgs) Ltd 4.94 3.3 
Sung Foo Kee Holdings Ltd 6.95 25.47 
Morning Star Holdings Ltd 5.48 2.5 
Daido Concrete (H.K.) Ltd 6.88 46.1 
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Appendix 1 
Hong Kong IPO P/E vs HSI Monthly P/E 
Date of Corresponding 
C o m p a n y N a m e Listing P/E HSI P/E 
Wing Lung Bank Ltd 27-3-80 14.13 14.32 
* R e m y Martin (Far East) Ltd 8-5-80 10 15.08 
K a W a h Bank Ltd 17-7-80 11.2 19.26 
Regal Hotel (Holdings) Ltd 6-11-80 33 19.54 
H K Industrial & Commercial Bank 21-11-80 10.39 19.54 
Hsin Chong Properties Ltd 8-1-81 15.3 21.65 
N e w T o w n (N.T.) Properties Ltd 24-3-81 8.6 17.23 
Sino Land C o Ltd 8-4-81 21.7 16.97 
•International City Holdings Ltd 15-6-81 7.0 20.72 
Tak Wing Investment (Hidgs.) Ltd 29-6-81 7.5 20.72 
Henderson Land Development C o Ltd 23-7-81 8 20.33 
"Wai W a h Shipping C o Ltd 28-7-81 7.4 20.33 
Conic Investment C o Ltd 25-8-81 6.8 19.96 
Century City Holdings Ltd 7-9-81 7.75 13.80 
"Wayton Navigation (HIdgs.) Ltd 8-9-81 5.9 13.80 -
Hysan Development C o Ltd 18-9-81 20 13.80 
"Chuang's Properties Ltd 14-10-81 12 12.92 
•Panin Holdings Ltd 28-6-82 8.3 10.29 
"Sun's Finance C o Ltd 25-8-82 10 8.40 
Evergo Industrial Enterprise Ltd 16-8-83 6.9 8.46 
^ L a m b d a Technology Ltd 26-8-83 6.9 8.46 
Burwill International Ltd 15-9-83 21 6.75 
Wong's Industrial (HIdgs.) Ltd 15-12-83 6.8 7.68 
H K - T V B Ltd 26-1-84 6.96 10.11 
Elec & E丨tek C o Ltd 21-3-84 7.4 9.90 
Shell Electric M F G ( H L D G S ) C o Ltd 26-4-84 7.3 10.58 
Gold Peak Industries (HIdgs) Ltd 2-7-84 6.1 7.58 
Johnson Electric Ind. Mfg. Ltd 11 -7-84 6.5 7.58 
Playmates Holdings Ltd 12-11-84 5.5 11.22 
R a y m o n d Industrial Ltd 22-11-84 6.6 11.22 
Chevalier (HK) Ltd 5-12-84 5.7 11.93 
National Electronics (Con.) Ltd 4-2-85 4.76 13.61 
Furama Hotel Enterprises Ltd 2-4-85 10 16.13 
Kader Industrial C o Ltd 24-5-85 5 17.01 
Associated Int's Hotels Ltd 24-10-85 8.8 17.29 
Sime Darby Hong Kong Ltd 7-1-86 9.17 15.97 
Sing Tao Ltd 19-3-86 9.8 13.82 
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Date of Corresponding 
C o m p a n y N a m e Listing P/E HSI P/E 
Cathay Pacific Airways Ltd 15-5-86 10.29 14.55 
Cafe de Coral Group Ltd 16-7-86 10 15.42 
J a d e m a n (Holdings) Ltd 12-8-86 6.78 15.64 
Bonds Corp International Ltd 5-1-87 10.2 19.20 
Luks Industrial C o Ltd 7-1-87 6.7 19.20 
K a W a h Stones (Holdings) Ltd 6-2-87 8.5 21.16 
Novel Enterprises Ltd 8-4-87 6.4 16.11 
Laws Fashion Knitters Ltd 28-4-87 10.2 16.11 
H o n g K o n g Resort C o Ltd 16-5-87 5.2 17.62 
K u m a g a i G u m i (HK) Ltd 29-5-87 7.1 17.62 
W a h Shing Toys Consolidated Ltd 16-6-87 6.89 19.41 
Tse Sui Luen Jewellery (Hidgs.) Ltd 30-6-87 7.47 19.41 
Universal Appliances Ltd 8-7-87 7.2 20.92 
Lafe Holdings Ltd 9-7-87 7.0 20.92 
Mansion House Securities Ltd 17-7-87 6.7 20.92 
Asia Commercial C o Ltd 29-7-87 6.41 20.92 
General Electronics Ltd 11-8-87 6.96 21.22 
Oriental Press Group Ltd 18-8-87 10.47 21.22 
R J P Electronics Ltd 29-1-88 4.83 11.81 ‘ 
King Fook Holdings Ltd 28-3-88 6.4 11.60 
Starlight Industrial Holdings Ltd 12"4-88 4.5 11.91 
Fountain Set (Holdings) Ltd 20-4-88 4.8 11.91 
C.P. Pokphand C o Ltd 28-4-88 6.9 11.91 
Tung Fong H u n g Medicine C o Ltd 11-5-88 5.26 11.35 
H K Daily N e w s & Trading HIdg. Ltd 6-6-88 6.0 13.05 
T o m e i Industrial (Holdings) Ltd 21-6-88 5.7 13.05 
Kin Son Electronic (HIdgs.) C o Ltd 22-7-88 5.7 13.08 
Teletech Internationa丨 Ltd 29-7-88 5.83 13.08 
H w a Kay Thai (HIdgs.) Ltd 5-9-88 7.2 11.66 
Yaohan H K Corporate Ltd 22-9-88 8.9 11.66 
Kee Shing (Holdings) Ltd 5-10-88 5.3 12.39 
Integrated Display Tech (HIdgs) Ltd 21-10-88 6.6 12.39 
Continental Holdings Ltd 8-11-88 6.0 11.83 
H o p Hing Oil (Holdings) Ltd 16-11-88 6.1 11.83 
C o s m o s Machinery Enterprise Ltd 12-12-88 5.5 12.51 
Tungtex (Holdings) C o Ltd 15-12-88 5.4 12.51 
San Tai Electrical C o Ltd 23-12-88 5.2 12.51 
A S M Pacific Technology Ltd 3-1-89 7.5 14.22 
Swilynn International (HIdgs) Ltd 21-4-89 4.94 12.82 
S u n g Foo Kee Holdings Ltd 16-10-89 6.95 10.74 
Morning Star Holdings Ltd 23-11-89 5.48 10.83 
Daido Concrete (H.K.) Ltd 14-12-89 6.88 11.19 
APPENDIX 4 
P R I C E S O F IPOs A T D E B U T A N D A T 10-DAY, 1 - M O N T H , 
3 - M O N T H A F T E R F L O T A T I O N 
Date 01 Offer Initial 10th Day 1 Month 3 Month 
C o m p a n y N a m e Listing Price Price Price Price Price 
Wing Lung Bank Ltd 27-3-80 $50,000 $51,500 $49,000 $50,000 S50.500 
" R e m y Martin (Far East) Ltd 8-5-80 $7,000 $7,100 $7,050 $7,150 $7,200 
K a W a h Bank Ltd 17-7-80 $1,300 $1,920 $2,800 $2,525 $2,700 
Regal Hotel (Holdings) Ltd 6-11-80 $1,900 $2,950 $3,150 $2,675 S2.500 
H K Industrial & Commercial Bank 21 -11-80 $3.500 $5.100 $4.200 $3.950 $4.050 
Hsin Chong Properties Ltd 8-1-81 $1.500 $1.840 $1.690 SI.660 SI.150 
N e w T o w n (N.T.) Properties Ltd 24-3-81 $2.800 $2.800 $2.325 $2.200 S2.250 
Sino Land C o Ltd 8-4-81 $1.800 $1.500 $1.440 $1.390 SI.590 
"International City Holdings Ltd 15-6-81 $1.000 $1.700 $1.670 S1.680 SI.400 
Tak Wing Investment (HIdgs.) Ltd 29-6-81 $1.650 $1.720 $1.730 $1.800 Si.850 
Henderson Land Development C o Ltd 23-7-81 $4.000 $4.325 $4.250 S4.150 $3.025 
"Wai W a h Shipping C o Ltd 28-7-81 $2.800 $3.550 $2.900 S2.950 unqtd 
Conic Investment C o Ltd 25-8-81 SI.000 $1.070 $0.960 SO.830 SO.980 
Century City Holdings Ltd 7-9-81 $1.000 S1.070 $1.170 $1.200 S1.170 
*Wayton Navigation (HIdgs.) Ltd 8-9-81 $1.000 $1.010 $0.670 SO.700 SO.730 
Hysan Development C o Ltd 18-9-81 $1.000 SO.870 $0.630 SO.590 SO.660 
•Chuang's Properties Ltd 14-10-81 $1.000 $0.600 SO.500 $0.540 $0.480 
•Panin Holdings Ltd 28-6-82 $1.200 $1.250 $1.220 $1.170 $0.900 
*Sun"s Finance C o Ltd 25-8-82 $1.000 $1.050 $1.050 $1.070 S1.110 
Evergo Industrial Enterprise Ltd 16-8-83 $2.000 $2.200 $2.375 S2.175 S2.425 
* L a m b d a Technology Ltd 26-8-83 $2.800 $3.525 $3.400 S2.950 S3.200 
Burwill Internationa丨 Ltd 15-9-83 Si.000 $1.200 SO.920 $1.280 $1.450 
Wong.s Industrial (HIdgs.) Ltd 15-12-83 $2.350 S2.460 S2.625 S3.400 S4.860 
H K - T V B Ltd 26-1-84 S2.650 S3.625 $3.875 $3.975 S3.825 
Elec & Eltek C o Ltd 21-3-84 $2.000 $3.425 $2.825 $2.825 $1.960 
Shell Electric M F G ( H L D G S ) C o Ltd 26-4-84 $2.000 $2.275 $1.850 $1.910 SI.470 
Gold Peak Industries (HIdgs) Ltd 2-7-84 $1.500 $1.160 $0.900 $1.240 $1.530 
Johnson Electric Ind. Mfg. Ltd 11-7-34 $2.000 $1.600 $1.790 $2.425 $2.775 
Playmates Holdings Ltd 12-11-84 $1.600 $1.380 $1.470 SI.490 SI.500 
R a y m o n d Industrial Ltd 22-11-84 $2.750 $2.800 $2.650 $2.700 S2.300 
Chevalier (HK) Ltd 5-12-84 $0.800 $0.810 $0.840 SO.970 S1.320 
National Electronics (Con.) Ltd 4-2-85 SI.000 $1.060 $0.960 $0.920 SO.760 
Furama Hotel Enterprises Ltd 2-4-85 $4.800 $5.650 $5.550 $5.350 S5.300 
Kader Industrial C o Ltd 24-5-85 $1.860 $1.660 $1.540 $1.460 SI .400 
Associated Ints Hotels Ltd 24-10-85 $1.000 $1.070 $1.010 $1.000 SI.000 
Sime Darby Hong Kong Ltd 7-1-86 $1.650 $1.520 $1.500 SI.390 $1.250 
Sing Tao Ltd 19-3-86 SI.800 SI.920 $2.250 $2.275 $2.300 
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Date of Offer Initial 10th Day 1 Month 3 Month 
C o m p a n y N a m e Listing Price Price Price Price Price 
Cathay Pacific Airways Ltd 15-5-86 $3,880 $5,150 $5,550 S5.600 S5.65 
Cafe de Coral Group Ltd 16-7-86 $1,180 $1,350 SI.340 $1,330 SI.60 
J a d e m a n (Holdings) Ltd 12-8-86 SI.180 $1,280 $1,290 $1,270 Si.58' 
Bonds Corp International Ltd 5-1-87 $1,180 $2,525 $4,050 $4,025 S2.45. 
Luks Industrial C o Ltd 7-1-87 $1,330 $2,200 $2,000 $2,100 $2.30' 
K a W a h Stones (Holdings) Ltd 6-2-87 $1,180 $2,200 $1,690 $1,500 $1.43 
Novel Enterprises Ltd 8-4-87 $2,000 $2,250 $2,275 $2,225 S2.70 
Laws Fashion Knitters Ltd 28-4-87 $1,180 $0,950 $0,880 $0,840 $1.07 
H o n g K o n g Resort C o Ltd 15-5-87 $1,280 $1,290 $1,330 $1,340 S1.61 
K u m a g a i G u m i (HK) Ltd 29-5-87 $2,500 $4,326 $4,950 $4,625 S4.7C 
W a h Shing Toys Consolidated Ltd 16-6-87 $1,000 $1,300 $1,180 SI.180 SI.3? 
Tse Sui Luen Jewellery (HIdgs.) Ltd 30-6-87 $1,330 Si.350 $1,300 $1,430 S2.07 
Universal Appliances Ltd 8-7-87 $1,500 $1,310 $1,360 $1,320 $3.70 
Late Holdings Ltd 9-7-87 $1,000 SI.490 $1,670 $1,750 S4.1.：： 
Mansion H o u s e Securities Ltd 17-7-87 $1,180 $1,500 $1,470 S1.810 S3.8C 
Asia Commercial C o Ltd 29-7-87 $1,000 SI.060 $1,310 $1,270 SO. 
General Electronics Ltd 11-8-87 $1,380 $1,390 $1,470 $1,630 S0.42 
Oriental Press Group Ltd 18-8-87 $1,000 $2,000 $1,900 $2,575 SI.42 
R J P Electronics Ltd 29-1-88 $0,730 $0,780 SO.790 $0,800 SI.45 
King Fook Holdings Ltd 28-3-88 S 1.450 $1,680 $1,780 $1,710 SI.72 
Starlight Industrial Holdings Ltd 12-4-88 $0,880 $1,070 $1,090 $1,090 SI. 
Fountain Set (Holdings) Ltd 20-4-88 $0,960 $1,060 $1,150 SI.100 $1.25. 
C.P. Pokphand C o Ltd 28-4-88 $1,000 $1,430 $1,400 SI.400 SI.9' 
T u n g Fong H u n g Medicine C o Ltd 11-5-88 $0,680 $0,800 $0,870 $1,150 SI.19, 
H K Daily N e w s &Trading Hkig. Ltd 6-6-88 $0,800 $1,060 $1,220 $1,120 SI.3" 
T o m e i Industrial (Holdings) Ltd 21-6-88 $1,000 $1,510 $1,590 SI.590 Si.07 
Kin Son Electronic (HIdgs.) C o Ltd 22-7-88 S0.900 $1,020 $1,050 SI.100 SO.96 
Teletech International Ltd 29-7-88 $0,700 $0,820 $0,740 $0,660 SO.62 
H w a K a y Thai (HIdgs.) Ltd 5-9-88 $1,800 $2,100 $2,050 SI.880 S2.25 
Y a o h a n H K Corporate Ltd 22-9-88 $1,000 $1,250 SI.280 $1,710 51.89. 
Kee Shing (Holdings) Ltd 5-10-88 $1,100 $1,260 $1,480 SI.510 S1.7C、 
Integrated Display Tech (HIdgs) Ltd 21-10-88 $1,180 $1,210 Si.170 SI.170 SI. 16： 
Continental Holdings Ltd 8-11-88 SI.130 $1,140 $1,080 $1,080 S1J二 
H o p Hing Oil (Holdings) Ltd 16-11-88 $1.120 $1.660 $1.710 SI.630 S1.49: 
C o s m o s Machinery Enterprise Ltd 12-12-88 SI.370 $1.520 $1.500 $1.440 S1.2c . 
Tungtex (Holdings) C o Ltd 15-12-88 $1.000 $0.95.0 $0.880 $0.880 SO.92； 
San Tai Electrical C o Ltd 23-12-38 $1.100 SI.140 $1.090 $1.080 SO.9? 
A S M Pacific Technology Ltd 3-1-89 $1.610 SI.440 $1.550 SI.540 SI.5.'二、 
Swilynn International (HIdgs) Ltd 21-4-89 $1.000 Si.050 $1.070 SI.090 SI. 19： 
S u n g Foo Kee Holdings Ltd 16-10-89 Si.530 $1.540 Si.620 SI.710 $1.95： 
Morning Star Holdings Ltd 23-11-89 $0.910 $0.940 $0.860 $0.780 SO.76. 
Daido Concrete (H.K.) Ltd 14-12-89 S2.200 S3.075 $3.025 $3.100 S3.70C 
54 
Appendix 5 
Underpricing of IPO in Primary Market 
Offer Initial Underpricing 
C o m p a n y N a m e Price Price ( % ) 
Wing Lung Bank Ltd 50.000 51.500 3.00% 
R e m y Martin (Far East) Ltd 7.000 7.100 1.43% 
K a W a h Bank Ltd 1.300 1.920 4 7 . 6 9 % 
Regal Hotel (Holdings) Ltd 1.900 2.950 55.26% 
H K Industrial & Commercial Bank 3.500 5.100 4 5 . 7 1 % 
Hsin C h o n g Properties Ltd 1.500 1.840 22.67% 
N e w T o w n (NT.) Properties Ltd 2.800 2.800 0.00% 
Sino Land C o Ltd 1.800 1.500 -16.67% 
Internationa丨 City Holdings Ltd 1.000 1.700 70.00% 
Tak Wing Investment (Hldgs.) Ltd 1.650 1.720 4 . 2 4 % 
Henderson Land Development C o Ltd 4.000 4.325 8.13% 
W a i W a h Shipping C o Ltd 2.800 3.550 26.79% 
Conic 丨nvestment C o Ltd 1.000 1.070 7.00% 
Century City Holdings Ltd 1.000 1.070 7.00% 
Wayton Navigation (Hldgs.) Ltd 1.000 1.010 1.00% 
Hysan Development C o Ltd 1.000 0.870 -13.00% 
Chuang's Properties Ltd 1.000 0.600 -40.00% 
Panin Holdings Ltd 1.200 1.250 4 . 1 7 % 
Sun's Finance C o Ltd 1.000 1.050 5.00% 
Evergo Industria丨 Enterprise Ltd 2.000 2.200 10.00% 
L a m b d a Technology Ltd 2.800 3.525 25.89% 
Burwin International Ltd 1.000 1.200 20.00% 
W o n g ' s Industrial (Hldgs.) Ltd 2.350 2.450 4 . 2 6 % 
H K - T V B Ltd 2.650 3.625 36.79% 
Elec & EKek C o Ltd 2.000 3.425 71.25% 
Shell Electric M F G ( H L D G S ) C o Ltd 2.000 2.275 13.75% 
Gold Peak Industries (Hldgs) Ltd 1.500 1.160 -22.67% 
Johnson Electric Ind. Mfg. Ltd 2.000 1.600 -20.00% 
Playmates Holdings Ltd 1.600 1.380 -13.75% 
R a y m o n d Industria丨 Ltd 2.750 2.800 1.82% 
Chevalier (HK) Ltd 0.800 0.810 1.25% 
National Electronics (Con.) Ltd 1.000 1.060 6.00% 
F u r a m a Hotel Enterprises Ltd 4.800 5.650 17.71% 
Kader Industria丨 C o Ltd 1.850 1.660 -10.27% 
Associated Int's Hotels Ltd 1.000 1.070 7.00% 
Sime Darby H o n g Kong Ltd 1.650 1.520 -7.88% 
Sing Tao Ltd 1.800 1.920 6.67% 
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Offer initial Underpricing 
C o m p a n y N a m e Price Price ( % ) 
Cathay Pacific Airways Ltd 3.880 5.150 32.73% 
Cafe de Coral Group Ltd 1.180 1.350 14.41% 
J a d e m a n (Holdings) Ltd 1.180 1.280 8.47% 
Bonds Corp Internationa丨 Ltd 1.180 2.525 113.98% 
Luks Industrial C o Ltd 1.330 2.200 66.41 % 
K a W a h Stones (Holdings) Ltd 1.180 2.200 86.44% 
Novel Enterprises Ltd 2.000 2.250 12.50% 
Laws Fashion Knitters Ltd 1.180 0.950 -19.49% 
H o n g Kong Resort C o Ltd 1.280 1.290 0.78% 
K u m a g a i G u m i (HK) Ltd 2.500 4.325 73.00% 
W a h Shing Toys Consolidated Ltd 1.000 1.300 30.00% 
Tse Sui Luen Jewellery (HIdgs.) Ltd 1.330 1.350 1.50% 
Universal Appliances Ltd 1.500 1.310 -12.67% 
Lafe Holdings Ltd 1.000 1.490 49.00% 
Mansion House Securities Ltd 1.180 1.500 27.12% 
Asia Commercial C o Ltd 1,000 1.060 - 6.00% 
General Electronics Ltd 1.380 1.390 0.72% 
Oriental Press Group Ltd 1.000 2.000 100.00% 
R J P Electronics Ltd 0.730 0.780 6.85% 
King Fook Holdings Ltd 1.450 1.680 15.86% 
Starlight Industria丨 Holdings Ltd 0.880 1.070 21.59% 
Fountain Set (Holdings) Ltd 0.960 1.060 10.42% 
C.P. Pokphand C o Ltd 1.000 1.430 43.00% 
Tung Fong H u n g Medicine C o Ltd 0.680 0.800 17.65% 
H K Daily N e w s & Trading HIdg. Ltd 0.800 1.060 32.50% 
T o m e i Industrial (Holdings) Ltd 1.000 1.510 51.00% 
Kin Son Electronic (HIdgs.) C o Ltd 0.900 1.020 13.33% 
Teletech International Ltd 0.700 0.820 17.14% 
H w a K a y Thai (HIdgs.) Ltd 1.800 2.100 16.67% 
Yaohan H K Corporate Ltd 1.000 1.250 25.00% 
Kee Shing (Holdings) Ltd 1.100 1.260 14.55% 
Integrated Display Tech (HIdgs) Ltd 1.180 1.210 2.54% 
Continental Holdings Ltd 1.130 1.140 0.88% 
H o p Hing Oil (Holdings) Ltd 1.120 1.660 48.21% 
C o s m o s Machinery Enterprise Ltd 1.370 1.520 10.95% 
Tungtex (Holdings) C o Ltd 1.000 0.950 -5.00% 
San Tai Electrical C o Ltd 1.100 1.140 3.64% 
A S M Pacific Technology Ltd 1.610 1.440 -10.56% 
Swilynn International (HIdgs) Ltd 1.000 1.050 5.00% 
S u n g Foo Kee Holdings Ltd 1.530 1.540 0.65% 
Morning Star Holdings Ltd 0.910 0.940 3.30% 
Daido Concrete (H.K.) Ltd 2.200 3.075 39.77% 
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Appendix 1 
IPO Pricing in Secondary Market 
Offer 10th Day 1 Month 3 Month 
C o m p a n y N a m e Price Price U P 1 Price U P 2 Price U P S 
Wing Lung Bank Ltd 50.000 49.000 - 2 . 0 0 % 50.000 0.00 % 50.500 1.00% 
* R e m y Martin (Far East) Ltd 7.000 7.050 0.71% 7.150 2 . 1 4 % 7.200 2 . 8 6 % 
K a W a h Bank Ltd 1.300 2.800 115.38% 2.525 94.23% 2.700 107.69% 
Regal Hotel (Holdings) Ltd 1.900 3.150 65.79% 2.675 4 0 . 7 9 % 2.500 31.58% 
H K Industrial&Commercia丨 Bank 3.500 4.200 20.00% 3.950 12.86% 4.050 15.71% 
Hsin C h o n g Properties Ltd 1.500 1.690 12.67% 1.660 10.67% 1.150 -23.33。/。 
N e w T o w n (NT.) Properties Ltd 2.800 2.325 -16.96% 2.200 -21.43% 2.250 -19.64% 
Sino Land C o Ltd 1.800 1.440 -20.00% 1.390 -22.78% 1.590 -11.67% 
International City Holdings Ltd 1.000 1.670 67.00% 1.680 68.00% 1.400 4 0 . 0 0 % 
Tak Wing Investment (HIdgs.) Ltd 1.650 1.730 4 . 8 5 % 1.800 9 . 0 9 % 1.850 12.12% 
Henderson Land Development C o Ltd 4.000 4.250 6 . 2 5 % 4.150 3.75 % 3.025 -24.38% 
* W a i W a h Shipping C o Ltd 2.800 2.900 3.57% 2.950 5.36 % unqtd … * … 
Conic Investment C o Ltd 1.000 0.960 -4.00% 0.830 -17.00% 0.980 -2.00% 
Century City Holdings Ltd 1.000 1.170 17.00% 1.200 20.00% 1.170 17.00% 
"Wayton Navigation (HIdgs.) Ltd 1.000 0.670 -33.00% 0.700 -30.00% 0.730 -27.00% 
Hysan Development C o Ltd 1.000 0.630 - 3 7 . 0 0 % 0.590 -41.00% 0.660 -34.000/c 
*Chuang，s Properties Ltd 1.000 0.500 -50.00% 0.540 -46.00% 0.480 -52.00。/c 
*Panin Holdings Ltd 1.200 1.220 1.67% 1.170 -2.50% 0.900 -25.00% 
*Sun,s Finance C o Ltd 1.000 1.050 5.00% 1.070 7.00% 1.110 11.00% 
Evergo Industrial Enterprise Ltd 2.000 2.375 18.75% 2.175 8 . 7 5 % 2.425 21.25% 
^ L a m b d a T e c h n o l o g y Ltd 2.800 3.400 21.43% 2.950 5.36% 3.200 14.29% 
Burwni International Ltd 1.000 0.920 - 8 . 0 0 % 1.280 28.00% 1.450 45.00% 
W o n g ' s Industrial (HIdgs.) Ltd 2.350 2.625 11.70% 3.400 4 4 . 6 8 % 4.850 106.38% 
H K - T V B Ltd 2.650 3.875 4 6 . 2 3 % 3.975 50.00% 3.825 44.34% 
Elec & 日tek C o Ltd 2.000 2.825 4 1 . 2 5 % 2.825 4 1 . 2 5 % 1.960 -2.00^-
Shell Electric M F G ( H L D G S ) C o Ltd 2.000 1.850 -7.50% 1.910 - 4 . 5 0 % 1.470 -26.50% 
Gold Peak Industries (HIdgs) Ltd 1.500 0.900 -40.00% 1.240 -17.33% 1.530 2.00% 
Johnson Electric IncL _ . Ltd 2.000 1.790 -10.50% 2.425 21.25% 2.775 38.75% 
Playmates Holdings Ltd 1.600 1.470 -8.13% 1.490 - 6 . 8 8 % 1.500 -6.25% 
R a y m o n d Industrial Ltd 2.750 2.650 - 3 . 6 4 % 2.700 -1.82% 2.300 -16.36% 
Chevalier (HK) Ltd 0.800 0.840 5.00% 0.970 21.25% 1.320 65.00。'。 
National Electronics (Con.) Ltd 1.000 0.960 - 4 . 0 0 % 0.920 -8.00% 0.760 -24.00Po 
FuramaHote丨 Enterprises Ltd 4.800 5.550 15.63% 5.350 11.46% 5.300 10.42^0 
Kader Industrial C o Ltd 1.850 1.540 -16.76% 1.460 -21.08% 1.400 -24.32% 
Associated Int's Hotels Ltd 1.000 1.010 1.00% 1.000 0 . 0 0 % 1.000 O.OQO/o 
Sime Darby H o n g Kong Ltd 1.650 1.500 - 9 . 0 9 % 1.390 -15.76% 1.250 -24.24% 
Sing T a o Ltd 1.800 2.250 25.00% 2.275 26.39% 2.300 27.78% 
5 / 
Offer 10th Day 1 Month 3 Month 
C o m p a n y N a m e Price Price U P 1 Price U P 2 Price U P S 
Cathay Pacific Airways Ltd 3.880 5.550 4 3 . 0 4 % 5.600 4 4 . 3 3 % 5.650 4 5 . 6 2 % 
Cafe de Coral Group Ltd 1.180 1.340 13.56% 1.330 12.71% 1.600 35.59% 
J a d e m a n (Holdings) Ltd 1.180 1.290 9 . 3 2 % 1.270 7 . 6 3 % 1.580 33.90% 
Bonds Corp International Ltd 1.180 4.050 243.22% 4.025 241.10% 2.450 107.63% 
Luks Industrial C o Ltd 1.330 2.000 50.38% 2.100 57.89% 2.300 72.93。/。 
K a W a h Stones (Holdings) Ltd 1.180 1.690 4 3 . 2 2 % 1.500 27.12% 1.430 21.19% 
Novel Enterprises Ltd 2.000 2.275 13.75% 2.225 11.25% 2.700 35.00% 
Laws Fashion Knitters Ltd 1.180 0.880 - 2 5 . 4 2 % 0.840 -28.81% 1.070 -9.32% 
H o n g K o n g Resort C o Ltd 1.280 1.330 3.91% 1.340 4 . 6 9 % 1.610 25.78% 
K u m a g a i G u m i (HK) Ltd 2.500 4.950 98.00% 4.625 85.00% 4.700 88.00% 
W a h Shing Toys Consolidated Ltd 1.000 1.180 18.00% 1.180 18.00% 1.380 38.000/c 
Tse Sui Luen Jewellery (HIdg.) Ltd 1.330 1.300 - 2 . 2 6 % 1.430 7 . 5 2 % 2.075 56.02% 
Universal Appliances Ltd 1.500 1.360 - 9 . 3 3 % 1.320 -12.00% 3.700 146.67。/。 
Late Holdings Ltd 1.000 1.670 67.00% 1.750 75.00% 4.150 315.00% 
Mansion H o u s e Securities Ltd 1.180 1.470 2 4 . 5 8 % 1.810 53.39% 3.800 222.03C/G 
Asia Commercial C o Ltd 1.000 1.310 31.00% 1.270 27.00% 0.840 -16.000'c 
General Electronics Ltd 1.380 1.470 6 . 5 2 % 1.630 18.12% 0.420 -69.57% 
Oriental Press Group Ltd 1.000 1.900 9 0 . 0 0 % 2.575 157.50% 1.420 42.00% 
R J P Electronics Ltd 0.730 0.790 8 . 2 2 % 0.800 9.59 % 1.480 102.74% 
King Fook Holdings Ltd 1.450 1.780 22.76% 1.710 17.93% 1.720 18.62% 
Starlight 丨ndustrial Holdings Ltd 0.880 1.090 23.86% 1.090 23.86% 1.310 48.86% 
Fountain Set (Holdings) Ltd 0.960 1.150 19.79% 1.100 14.58% 1.250 30.21 % 
C.P. Pokphand C o Ltd 1.000 1.400 4 0 . 0 0 % 1.400 4 0 . 0 0 % 1.910 91.000'c 
T u n g Fong H u n g Medicine C o Ltd 0.680 0.870 27.94% 1.150 69.12% 1.190 75.00% 
H K Daily N e w s & Trading H W g . Ltd 0.800 1.220 52.50% 1.120 4 0 . 0 0 % 1.310 63.75% 
Tomeilndustrial (Holdings) Ltd 1.000 1.590 59.00% 1.590 59.00% 1.070 7.00% 
Kin Son Electronic (HIdgs.) C o Ltd 0.900 1.050 16.67% 1.100 22.22% 0.960 6.67% 
Te丨etech 丨nternational Ltd 0.700 0.740 5 . 7 1 % 0.660 -5.71% 0.620 -11.43% 
H w a Kay Thai (HIdgs.) Ltd 1.800 2.050 13.89% 1.880 4 . 4 4 % 2.250 25.00% 
Y a o h a n H K Corporate Ltd 1.000 1.280 28.00% 1.710 71.00% 1.890 89.00% 
Kee Shing (Holdings) Ltd 1.100 1.480 34.55% 1.510 37.27% 1.730 57.27% 
Integrated Display Tech (HIdg) Ltd 1.180 1.170 -0.85% 1.170 -0.85% 1.160 -1.69% 
Continental Holdings Ltd 1.130 1.080 -4.42% 1.080 -4.42% 1.140 0.88% 
H o p Hing Oil (Holdings) Ltd 1.120 1.710 52.68% 1.630 4 5 . 5 4 % 1.490 33.04% 
C o s m o s Machinery Enterprise Ltd 1.370 1.500 9.49% 1.440 5.11% 1.250 -8.76^o 
Tungtex (Holdings) C o Ltd 1.000 0.880 -12.00% 0.880 -12.00% 0.920 -8.00% 
San Tai Electrical C o Ltd 1.100 1.090 - 0 . 9 1 % 1.080 -1.82% 0.970 一11’820'b 
A S M Pacific Technology Ltd 1.610 1.550 -3.73% 1.540 -4.35% 1.540 -4.35% 
Swilynn International (HIdgs) Ltd 1.000 1.070 7.00% 1.090 9.00% 1.190 19.00。。 
Sun g Foo Kee Holdings Ltd 1.530 1.620 5 . 8 8 % 1.710 11.76% 1.950 27.45% 
Morning Star Holdings Ltd 0.910 0.860 -5.49% 0.780 -14.29% 0.760 -16.480。 
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